
RECORMTMN NO,̂ -

AUG 30 1977 -ffl 1£ AM

COMMERCE COMMISSION

AMERICAN COMMERCIAL LINES, INC. »7_*>AS»A flftA
3800 Frederica Street- » «i*aVOU

Owensboro, Kentucky 42301

Secretary of the Interstate
Commerce Commission

Constitution Avenue and 12th
Washington, D.C. 20423

August 30, 1977

' RECORDAriON '

AUG 3 01977'

"AUG fi 0
Dots ...««*
Fee$....

Attention: Mildred Lee - Room 122:7

. D. C.

COMMERCE CO,

RECORDATION OF DOCUMENTS WITH THE
INTERSTATE COMMERCE COMMISSION
PURSUANT TO PUBLIC LAW 90-586
(AMENDING 49 U.S.C. 922, 923)

Dear Sirs:

We enclose herewith an original and two counterparts
of a Security Agreement dated July 29, 1976 between American
Commercial Lines, Inc. ("ACL") and the United States of America
together with a bareboat charter dated July 29, 1976 between
ACL and Commercial Barge Line Company. In addition, we enclose
a check in the amount of $50 to cover the cost of recordation
(since the documents were executed concurrently, they are to be
counted as one document, see 49 CFR 5 1116.3(D)).

ACL is a Delaware corporation subject to Part III
of the Interstate Commerce Act, as amended. Commercial Barge
Line Company, a Delaware corporation, is a wholly owned subsi-
diary of ACL and is also subject to Part III of the Interstate
Commerce Act, as amended.

Names^and addresses of the parties of the documents
enclosed herewith is attached hereto as Exhibit B.

Attached hereto as Exhibit A is a general description
of the barges and towboats which are the subject of the enclosed
documents.



2- Secretary of the Interstate
Commerce Commission

Please contact the undersigned or Barton T. Jones or
David Jungman of Haight, Gardner, Poor & Havens in New York, N,Y.
(212-344-6800) our counsel in this matter, if you have any ques-
tions concerning the enclosed.

Very truly yours,

AMERICAN COMMERCIAL LINES, INC

*Encs.



SCHEDULE A

Type Name

BJrge, Covered Hopper ACBL 2942

Barge, Covered Hopper ACBL 2943

Barge, Covered Hopper ACBL 2944

Barge, Covered Hopper _ ACBL 2945

Barge, Covered Hopper ACBL 2946

Barge, Covered Hopper ACBL 2947

Barge, Covered Hopper ACBL 2948

Barge, Covered Hopper ACBL 2949

Barge, Covered Hopper ACBL 2950

Barge, Covered Hopper ACBL 2951

Offic ia l
No.

575462

575463

575464

575465

575466

575467

575468

575469

575470

575471

Place
Built

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonvil le
Indiana

Jeffersonville
Indiana

Je f f ersonvil le

Year
Built

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

Approximate
Tonnage :

Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Tvoe Name

Barge, Covered Hopper ACBL 1373

Barge, Covered Hopper ACBL 1374

Barge, Covered Hopper ACBL 1375

Barge, Covered Hopper ACBL 1376

Barge, Covered Hopper ACBL 1377

Barge, Covered Hopper ACBL 1378

Barge, Covered Hopper ACBL 1379

Barge, Covered Hopper ACBL 1380

Barge, Covered Hopper ACBL 1381

Barge, Covered Hopper ACBL 1382

Barge, Covered Hopper ACBL 1383

Barge, Covered Hopper ACBL 1384

Barge, Covered Hopper ACBL 1385

Barge, Covered Hopper ACBL 1386

Barge, Covered Hopper ACBL 1387

Barge, Covered Hopper ACBL 1388

Barge, Covered Hopper ACBL 1389

Official
No.

578823

578824

578825

578826

578827

578828

578829

578830

573831

578832

580730

580731

580732

580733

580734

580735

580736

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage:
Gross/Nee

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1003

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063
Indiana



Type
•̂̂ V̂î Â

Tow boat

Barge,

Barge,
-

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Hopper

Hopper

Hopper

Hopper

Hoppe r

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Name
Official

No,

Dennis Hendrix 583466

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

1358

1359

1360

1361

1362

1363

1364

1365

1366

1367

1368

1369

1370

1371

1372

579501

579502

579503

579504

579505

579506

579507

579508

579509

579510

579511

579512

579513

579514

579515

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross /Net

1155/785

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1053

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063
Ind ia na



Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Name

ACBL 1806

ACBL 1807

ACBL 1808

ACBL 1809

ACBL 1810

ACBL 1811

ACBL 1812

ACBL 1813

ACBL 1814

ACBL 1815

ACBL 1816

ACBL 1317

ACBL 1818

ACBL 1819

ACBL 1820

ACBL 1821

ACBL 1822

ACBL 1823

Official
No.

579525

579526

579527

579528

579529

579530

573662

578663

578664

578665

578666

578667

578668

578669

* 578670

578671

578672

578673

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
I nd ia na

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Ind ia na

Jeffersonville

Year
Built

1976

1976

1976

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977
.

1977

1977

1977

1977

Approximate
Tonna ge :
Gross /Net

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804
Indiana



TV;

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

i£.

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Name

ACBL 1390

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

1391

1392

1393

1394

1395

1396

1397

1797

1798

1799

1800

1801

1802

1803

1804

1805

Official
No.

580737

580738

580739

580740

580741

580742

580743

580744

579516

579517

579518

579519

579520

579521

579522

579523

579524

Place
Built

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Je f f er s onv i 1 le
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jef£ersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1976

1976

1976

1976

1976

1976

1977

1977

1976

Approximate
Tonnage :
Gross /Net

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1053

1063/1C63

804/3C4

804/80*

804/804

804/804

804/804

804/804

804/804

804/804

804/804
Indiana



Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Name

ACBL 1988

ACBL 1989

ACBL 1990

ACBL 1991

ACBL 1992

ACBL 1993

ACBL 2952

ACBL 2953

ACBL 2954

ACBL 2955

ACBL 2956

ACBL 2957

ACBL 2958

ACBL 2959

ACBL 2960

ACBL 2961

ACBL 2962

Official
No.

577662

577663

577664

577665

577666

577667

575472

575473

575474

575475

575476

575477

575478

575479

575480

575481

575482

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

Approximate
Tonnage:
Gross /Net

742/742

742/742

742/742

742/742

742/742

742/742

1062/1062

1062/1062

1062/1062

1C62/1062

1062/1062

1062/1052

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Bargo, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Name

ACBL 1824

ACBL 1825

ACBL 1826

ACBL 1827

ACBL 1828

ACBL 1829

ACBL 1830

ACBL 1831

ACBL 1832

ACBL 1833

ACBL 1834

ACBL 1835

ACBL 1836

ACBL 1984

ACBL 1985

ACBL 1986

ACBL 1987

Official
No.

578674

578675

578676

580427

580428

580429

580430

580431

580432

580433

580434

580435

580436

577658

577659

577660

577661

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

19/7

1977

1977

1977

1977

1977

1977

1976

1976

1976

1976

Approximate
Tonna ge :
Gross/Net

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/8C4

804/804

742/742

742/742

742/742

742/742
Indiana



Tvoe Name

Barge, Covered Hopper ACBL 2980

Barge, Covered Hopper ACBL 2981

Barge, Covered Hopper ACBL 3000

Barge, Covered Hopper ACBL 3001

Barge, Covered Hopper ACBL 3002

Barge, Covered Hopper ACBL 3003

Barge, Covered Hopper ACBL 3004

Barge, Covered Hopper ACBL 3005

Barge, Covered Hopper ACBL 3006

Barge, Covered Hopper ACBL 3007

Barge, Covered Hopper ACBL 3008

Barge, Covered Hopper ACBL 3009

Barge, Covered Hopper ACBL 3010

Barge, Covered Hopper ACBL 3011

Barge, Covered Hopper ACBL 3012

Barge, Covered Hopper ACBL 3013

Barge, Covered Hopper ACBL 3014

Official
No.

577681

577682

580437

580438

580439

580440

580441

580442

580443

580444

580445

580446

580745

580746

580747

580748

580749

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976
•

1976 ,

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage:
Gross/Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Type

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Name

ACBL 2963

ACBL 2964

ACSL 2965

ACBL 2966

ACBL 2967

ACBL 2968

ACBL 2969

ACBL 2970

ACBL 2971

ACBL 2972

ACBL 2973

ACBL 2974
•

ACBL 2975

ACBL 2976

ACBL 2977

ACBL 2978

ACBL 2979

Official
No.

"575483

575484

575485

575486

577668

577669

577670

577671

577672

577673

577674

577675

577676

577677

577678

577679

577680

Place
Built

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersoaville
Indiana

Je f £e r s onv i 1 le
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

J e f f e r s onv i 1 le
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

Approximate
Tonnage:
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Name

ACBL 3032
•

ACBL 3933

ACBL 3034

ACBL 3035

ACBL 3036

ACBL 3037

ACBL 3038

ACBL 3039

ACBL 3040

ACBL 3041

ACBL 3042

ACBL 3043

ACBL 3044

ACBL 3045

ACBL 3046

ACBL 3047

ACBL 3048

Official
No.

582191

582192

582193

582194

582195

5S2196

582197

532198

582199

582200

582201

582202

582203

582204

582205

582206

582207

Place
Built

Jeffersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jef rersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jef fersonvxlle
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross/Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/10o2

1062/1062

1062/1062

1062/1062
•

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Type Name

Barge, Covered Hopper ACBL 3015

Barge, Covered Hopper ACBL 3016

Barge, Covered Hopper ACBL 3017

Barge, Covered Hopper ACBL 3018

Barge, Covered Hopper ACBL 3019

Barge, Covered Hopper ACBL 3020

Barge, Covered Hopper ACBL 3021

Barge, Covered Hopper ACBL 3022

Barge, Covered Hopper ACBL 3023

Barge, Covered Hopper ACBL 3024

Barge, Covered Hopper ACBL 3025

Barge, Covered Hopper ACBL 3026

Barge, Covered Hopper ACBL 3027

Barge, Covered Hopper ACBL 3028

Barge, Covered Hopper ACBL 3029

Barge, Covered Hopper ACBL 3030

Barge, Covered Hopper ACBL 3031

Official
No.

580750

580751

580752

580753

580754

580755

580756

580757

580758

580759

582184

582185

582186

582187

582188

582189

582190

Place
Built

Jef fersonvtlle
Indiana

Jteffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage:
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Approximate
Official Place Year Tonnage:

Type Name No. Built Built Gross/Net'

Barge, Covered Hopper ACBL 3049 582208 Jeffersonville, 1977 1062/1062
Indiana



EXHIBIT B

American Commercial Lines, Inc
3800 Frederica Street
Owensboro, Kentucky 42301

Attention: Secretary

with a copy to:
3401 Allen Parkway
Houston, Texas 77019

Commercial Barge Line Company
3800 Frederica Street
Owensboro, Kentucky 42301

Attention: Secretary

with a copy to:
3401 Allen Parkway
Houston, Texas 77019

Secretary of Commerce
c/o Assistant Secretary of Commerce

for Maritime Affairs
Maritime Administration
Department of Commerce
Washington, D.C. 20230



3nter*tate Commerce Connritatiori
ao*w\; /'

I .'

I; .'

./'•
8/3Q/77

OFFICE OF THE SECRETARY

P.A. Pfeifer '
American Commercial Lines,Inc.
3800 Frederica Street
Owensboro, Kentucky 42301 \ \ !v I\ fr

\ !l

Dear
Sir: j\The enclosed document(s) was recorded pursuant to the

'7'i1
provisions of Section 20(c) of the Interstate Comn^erce Act,

4at

i t

49 U.S.C. 20(c), on
8/30/77

and assigned rccordation number(s) ' ''; \'\
wie /i ,wi7
Sincere]; .yours,;

H.G.
Acting Secretary jl

i i '\
Enclosure(s)

i

•I \

'. t

\

\
4 ; SE-30-T
'/' ! « (6/77)

I . /
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SECURITY AGREEMENT

Special Provision*

This SI.(.I;HITY V.Rn:%irvi i.aicil Augi.st 30, IV77. between (i) AMI.RICA.N COMMFRCML I.INFS
INC, a Delaware corporation (said corporation, and any successor or assign hereunder called the
"Shipowner"), and (11) the UNITED STATES OF AMERICA (the "United States"), represented
by the SECRETARY OF COMMERCE, acting b> and through the ASSISTANT bCCRETARY OF
COMMERCE FOR MARITIME AFFAIRS (the "tmtory"). pursuant to Title XI of the Merchant
Marine Act, 1936, as amended.

Recitals:
A. The Shipowner now owns, or will own, the Vessels described m Schedules Y and Z hereto and

also annexed to the Commitment to Guarantee dated August 18, 1977 ("the Guarantee Commitment")
between the Secretary and the Shipowner (the "Vessels" and the term "Vessel," where appropriate, shall
apply with equal force to each o: the Vessels.) . the total number 01 Barges and Tnwlxuls owned, and to be
owned, by the Shipowner and financed or refinanced hereunder is expected to be 210 Barges and 2
Towboats;

B. To effect the refinancing of the existing obligations mciirn.il in financing the cost of Construction
of the Schedule Y Vessels and to finance in part the Construction of the New Vessels, the Shipowner has
borrowed an aggregate principal amount approximately equal to but in no event in excess of the sum of
75% of the aggregate Actual Cost and Depreciated Actual Cost, as appropriate, of the Towboats and
S7y3

t/c of the aggregate Actual Cost and Depreciated Actual Cost, <is> appropriate, of the Barges and the
Shipowner will agree under the provisions of this Security Agreement that pursuant to Section 1104(a) (4)
of the Act, that in the instances where there is nn excess of borrowed funds resulting from the fact that
the respective existing note (or notes) relating to The financing of an> Schedule Y Vessel is less than
75% of the Actual Cost and Depreciated Actual Cost, as appropriate, of the Towboats, or 87j4?o Of tne

Actual Cost and Dcpieciatcd Actual Cost, as appropriate, of the Barges the excess shall be applied only
toward the Actual Cost of the New Vessels;

C To effect the financing under Section 1104fa)(l) of the Act of the cost of Construction of
the Vessels described-in Schedule Z, the Shipowner has borrowed an aggregate principal amount approxi-
mately equal to but in no event in excess of (i) &7}6% of the aggregate Actual Cost of the Barges
described in Schedule Z hereto and (li) 75% of the aggregate Actual Cost of the Towboats described
in Schedule Z hereto;

D To accomplish such refinancing and financing the Shijwwner has duly created and authorized
the issuance of bonds designated "United States Government Guaranteed Ship Financing Bonds—1977
Issue", (the "Obligations'"), in the aggregate principal amount of $36.500,000. which when duly executed
and delivered pursuant to the Indenture between it and the Indenture Trustee, will constitute the legal,
valid and binding Obligations of the Shipowner;

E. 'I lie Shipowner has accepted the Guaranicc Couinunncnt of the Secretary under the provisions
of Title XI which provides, among other things, that the Secretary .subject to the terms and conditions
therein set forth, will authorize a Guarantee to be endorsed upon Ciich of the Obligations; pursuant to
the Guarantee Commitment of the Secretary and under the terms of the Authorization Agreement, the
Secretary has, as of the date hereof, authorircd the Indenture Trustee ro endorse and execute on each
of the Obligations, by means of the facsimile signature of the Assistant Secretary of Commerce for
Maritime Affairs, <md the facsimile seal of the Maritime Administration and to authenticate and deliver
each of the Obligations and the Guarantees thereon. and

F The Shipowner has agreed, as further security to the United States, as provided in this Security
Agreement, tu execute and deliver the Mortgage, to be created under and pursuant to the Ship Mortgage
Act, 1920, as amended, to the Secretary, as Mortgagee, on the Vessels delivered on or before the
Closing Date, to execute and deliver a Mortgage Supplement on each Delhery Date with respect to
Vessels delivered after the Closing Date and to assign to the Secretary certain other rights and assets.
existing and anticipated.

1



Now, THEREFORE, in consideration of the premises, of the mutual covenants herein contained, and
of other good and valuable consideration, the receipt and adequacy of which the parties hereby acknowl-
edge, and in order to provide security to the Secretary for the Secretary's Note.

GRANTING CLAUSE

In order to create a present security interest in the Secretary, the Shipowner does hereby grant,
sell, convey, assign, transfer, mortgage, pledge, set over and confirm unto the Secretary continuing
security interests in all of its right, title and interest in and to all the following:

I. The Construction Contract, insofar as it relates to the Vessels, and the Vessels being con-
structed thereunder, this assignment of the Construction Contract being subject to the reservation by
the Shipowner oi the rights referred to below, together with (A) all other contracts, whether now
in existence or hereafter entered into, relating to the Construction of the Vessels, (B) until the delivery
of the Undelivered Vessels, on a date or dates subsequently to be determined, all property, including
the Undelivered Vessels, m which the Shipowner lias or will have an interest pursuant to the Construc-
tion Contract or said other contracts (the "Property") and (C) the Consent of Shipbuilder. Irrespec-
tive of the foregoing, the Shipowner reserves unto itself all rights against the Shipbuilder re-
lating to patents, taxes and indemnities, if any, of the Construction Contract. True copies of the
Construction Contract and the Consent of Shipbuilder have been delivered to the Secretary, and
are incorporated herein by reference A true copy of the Construction Contract with respect to the
Undelivered Vessels is attached hereto as Exhibit 4A and is incorporated herein by reference. Said
right, title and interest in and to the Construction Contract and the Consent of Shipbuilder, and the
other contracts conveyed to the Secretary by this paragraph I of the Granting Clause are hereinafter
referred to collectively, as the "Rights Under the Construction and Related Contract?'.

II. The Shipowner's right to receive all moneys which from time to time become due to the
Shipowner in respect of the Construction of the Vessels (not including funds held by the Indenture
Trustee for the payment of the Obligations which have been Retired or Paid or for the payment
of interest which has become due or payable on the Obligations) other than moneys which the
Secretary determines are not to be applied to reduce the Actual Cost or Depreciated Actual Coat, as
appropriate, of the Vessels. Said'right, title-and-interest in and to-the moneys, cash, bonds, claims,
and securities, conveyed by this paragraph II of the Granting Clause, are herein referred to, collectively
as the "Moneys Due in Respect of the Construction of the Vessel?'. Moneys Due in Respect of the
Construction of the Vessel will be paid directly to the Secretary or his designee for application in
accordance with this Security Agreement and the Indenture.

III. The Charter and all moneys now or hereafter due and to become due to the Shipowner
thereunder, except the feus and expenses (including without limitation counsel fees) of the Indenture
Trustee acting under the Indenture; provided, however, for so long as no Payment Default or Security
Default shall have occurred and be continuing, the Secretary hereby consents to the payment to
the Shipowner of all moneys now or hereafter due, or to become due, under the Charter; provided,
further, that if a Payment Default or Security Default shall have occurred and be continuing, the
Charterer after notice from the Secretary shall pay all such moneys to the Secretary or his designee
during the continuance of such Default for application in accordance with provisions of the Consent
to Assignment of Charter A true copy of the Charter together with the Consent to Assignment
is attached hereto as Exhibit 5.

The Secretary has as further security, certain right, title and interest in and to the following:

IV The Mortgage executed and delivered by the Shipowner to the Secretary, as Mortgagee,
dated the date hereof and each Mortgage Supplement thereto, to be executed and delivered by the
Shipowner to the Secretary, as Mortgagee, on a Delivery Date subsequent to the Dosing Date
True copies of the forms of the Morrgage and the Mortgage Supplement are annexed hereto as
Exhibit 3 and Exhibit B to said Exhibit 3



V. The Title XI Reserve Fund, if any, created under the Tide XI Reserve Fund and Financial
Agreement as amended by Amendment No 1 thereto.

VI. The Depository Agreement.

The right, title and interest of the Secretary mentioned in paragraphs I through VI are hereinafter
collectively called the "Security''.

Irrespective of the foregoing, (1) the Shipowner shall remain liable to perform its obligations under
the Construction Contract and the above-mentioned other contracts, (2) the Secretary shall not, by
virtue of this'Security Agreement, nave any obligations under the Construction Contract or other
contracts or be required to make any payment owing by the Shipowner thereunder and (3) if there is
no existing Default, the Shipowner shall (subject to the rights of the Secretary under the above-mentioned
Consent of Shipbuilder in the event written notice shall have been given to the Shipbuilder during the
continuance of a Default) be entitled to exercise all of its rights under the Construction Contract and
the said other contracts and to receive all of the benefits accruing to it thereunder as if the foregoing
were not applicable, except the right to receive Moneys Due in Respect of the Construction of the Vessel

The Shipowner hereby agrees with the Secretary that the Security is to be held by the Secretary
subject to the further agreements and conditions hereinafter set forth.

ARTICLE FIRST

ACTUAL COST ; ESCROW FUND

(1) Pursuant to Sections 1101(f). 1101(g) and 1104(b)(2) of Title XI, the Secretary has deter-
mined the Actual Cost and the Depreciated Actual Cost, as appropriate, of each Vessel as of the date
hereof is set forth in Tables A and A-l, annexed hereto and by this reference made a part hereof, limited
in all instances to the amounts paid, or to be paid, by or for the account of the Shipowner for the Construc-
tion of each such Vessel or a total of $42,772.122 11 collectively

(2) Concurrently with the execution and delivery of this Agreement, the Shipowner has caused a
deposit to be made in cash with the Secretary in escrow of the following •

$13.376,515 75 which is the excels (calculated for each Vessel separately) of $36.500,000, being
the principal amount of the Obligatiuns. issued and sold on the date hereof, over $23,123,484 25, being
a sum equal to 87^£% in tne case ol rne Barges (and 7*>% in the case of the Tow boats) of the
aggregate amount Us specified in Clause (i) of Table A hereto) which the Secretary has determined
has been, as of the date hereof, paid by or for the account of the Shipowner for the Construction of
the Vessels.

At the time of any additional sale of Obligations, the Shipowner shall deposit in the Escrow Fund
an amount determined by the Secretary in accordance with the formula set forth in Article V of Exhibit 1
to the Security Agreement. Said amount so deposited and any amount hereafter deposited with respect
to Vessels, together with insurance moneys, if any, to be deposited in escrow pursuant to Section
2.07(c) (2) of Exhibit 1 hereto, are herein called the "Escrow Fund". Pursuant to Section 1108 of the
Act, the Secretary has accepted the aforesaid deposit, and the same and all amounts hereafter deposited
in the Escrow Fund with respect to the Obligations will be administered in accordance with the provisions
of Article V of Exhibit 1 hereto.

ARTICLE SECOND

THE SECRETARY'S NOTE

On the date hereof, the Shipowner has duly executed and delivered, and the Secretary has accepted, a
promissory note in an amount equal to the Outstanding Obligations of 536.500,00000 (said promissory
note, together with any other promissory note issued pursuant to Section 3 06 of Exhibit 1 licre'.o, is here-
inafter called, collectively or individually, the "Secretary's Note") A true copy of the form of Secretary's



Note is annexed hereto as Exhibit 2. On the Delayed Delivery Closing Date, the Shipowner shall endorse
such promissory note to reflect the issuance of the additional Obligations pursuant to the Delayed
Delivery Contracts.

ARTICLE THIRD
INCORPORATION OF EXHIBIT 1 BY REFERENCE

This Security Agreement shall consist of two parts me Special Proustona and the General Pro-
visions attached hereto as Exhibit I, made a part of the Security Agrecinen: and are incorporated herein
by'reference.

ARTICLE FOURTH

DEFINITIONS

For all purposes of this Security Agreement, unless otherwise expressly provided or unless the
context otherwise requires:

(1) All references herein to Articles, Sections or other subdivisions, unless otherwise specified,
refer to the corresponding Articles, Sections and other subdivisions of this Security Agreement;

(2) The terms "hereof", "herein", "hereby", "hereto", "hereunder", and "herewith" refer to this
Security Agreement; and

(3) The terms defined in Schedule X to this Security Agreement or by reference therein to other
instruments and used herein shall have the respective meanings stated in said Schedule X or such
other instruments.

ARTICLE FIFTH

MORTGAGE SUPPLEMENT

Each Mortgage Supplement shall be executed and delivered by the Shipowner on the Delivery Date
of the respective Vessel or Vessels delivered on that date at a closing to be held in Washington, D.C.,
upon the satisfaction of the following conditions:

(a) On-the-applicable Delivery Date .the .Shipowner and the Shipbuilder will each provide
to the Secretary a certificate that the Vessel delivered on such date is free of any claim, lien,
charge, mortgage or other encumbrance of any character (except the Mortgage, the Security Agree-
ment and liens permitted under Section 2.04(a) of Exhibit 1 to the Security Agreement);

(b) On the applicable Delivery Date, the Shipowner and the Charterer shall each be a citizen of
the United States within the meaning of Section 2 of the Shipping Act, of 1916, as amended, and
shall each have furnished to the Secretary an affidavit betting forth data showing such continued
citizenship to the satisfaction of the Secretary;

(c) On the applicable Delivery Date the Shipowner shall deliver to the Secretary a certificate
that there has not occurred any event which constitutes (or after any period of time or any
notice, or both would constitute) a Default under the Security Agreement,

(d) On the applicable Delivery Date there shall have been delivered to the Secretary an
opinion of counsel acceptable to the Secretary substantially in the form of Exhibit A to the Mortgage;

(e) On the applicable Delivery Date the Shipowner shall furnish to the Secretary a certificate
that the marine insurance as required under Section 2.07 of Exhibit 1 to the Security Agreement is
in full force and effect on each Vessel delivered on such date,

(f) On the applicable Delivery Date the Shipowner will furnish to the Secretary a certificate of its
continued corporate existence,.good standing and.payment of franchise taxes; and

(g) On the applicable Delivery Date the Shipbuilder and the Shipowner shall have executed
and delivered a Certificate of Delivery and Acceptance to the Secretary with respect to each Vessel
delivered on such date.



ARTICLE SIXTH

ADDITIONS, DELETIONS AND AMENDMENTS TO EXHIBIT 1

The following additions, deletions and amendments are hereby made to Exhibit 1 hereto.

(a) Concerning Certain Definitions Unless otherwise specifically provided in these Special
Provisions, the term "Vessel", whenever the same shall appear in the General Provisions, shall be
deemed to mean "Vessel" or "Vessels" as the context shall require.

(b) Concerning Section 203. The defined term "the Title XI Reserve Fund and Financial
Agreement" is hereby deleted from Section 2.03 of Exhibit 1.

(c) Concerning Section 2.04.

The provisions of Section 2 04 of Exhibit 1 hereto are amended •

(1) by deleting that portion of the first sentence of paragraph (a) thereof through the words
". . and not released . . " and substituting therefor the following:

"(*) Title to and Possession of the Vessels. On the date of this Security Agreement the
Shipowner lawfully owns the Vessels delivered on or before the date hereof free from any claim,
lien, charge, mortgage or other encumbrance of any character whatsoever (subject to (i) the
Charter, (ii) any charter, pledge or assignment, subordinated to the interest of the Secretary
hereunder, permitted under the Special Provisions hereof, and (ni) the rights of the Secretary
hereunder and under the Mortgage) and lawfully owns each Undelivered Vessel, to the
extent that title thereto has been transferred to the Shipowner from the Shipbuilder pur-
suant to the Construction Contract, and on the Delivery Date hereof, the Shipowner shall
own each Undelivered Vessel free from any lien, charge, mortgage or other encumbrance
of any character whatsoever (subject to the aforementioned liens, charges, mortgages or
encumbrances) and shall, for the Secretary's benefit, warrant and defend the title to, and possession
of, each Vessel and every part thereof against the claims and demands of all Persons whomsoever,
provided that (except during such period that any Vessel shall have been levied upon and taken
into custody or detained in any proceeding in any court or tribunal or by any government of other
authority [except" in connection with takings or requisitions of the title or use of such Vessel
by any government or governmental body] and not released) ..."

(2) by fixing the amount of fens permitted under Section 204(a)Cl)(E) for each Vessel as,
in the case of Towboats, $100,000 and, in the case of Barges, $10,000.

(3) Concerning Sate, Transfer or Charter of the Vessels. Section 204(c) is amended by
deleting in its entirety said Section and substituting therefor the following:

"(c) Sale, Transfer or Charter of the Vessels or Sale of Fewer than All of the Vessels
The Shipowner shall not. without the prior written consent of the Secretary, sell, mortgage,
demise charter or transfer the Vessels, or charter the Vessels to an Affiliate, which Affiliate
shall be a "citizen of the United States" within the meaning of the Shipping Act, 1916, as
amended, qualified to engage in the coastwise trade, and shall have submitted to the Secretary
affidavits as to such citizenship in the form prescribed by 46 CFR §355, under any form
of charter other than in the form attached as Exhibit 5 to the Security Agreement except
the foregoing shall not apply to (i) takings or requisitions of the title or use of the Vessel by
any government or governmental body, (ii) mergers or consolidations permitted by Article IX.
(iii) demise charters of the Vessels approved in writing by the Secretary, or (iv) sales of any
of the Vessels provided that at the time of any such sale (w) the Shipowner meets the financial
test set forth in Article Third, Paragraph 5 of the Title XI Reserve Fund and Financial Agree-
ment, (x) no Payment Default or Security Default shall have occurred and be continuing, (y)
such sale shall be for an amount which is not less than the net book value of such Vessel on the
date of such sale and will not result in a sale, transfer or disposition of greater than 10% of the



Shipowner's total assets as reflected in the most iccem audited Lonsolidatcd balance sheet
furnished to the Secretary immediately prior to such sale and (z) the Proportionals Outstanding
Obligations relating to such Vessel are redeemed to she extent required as hereinafter provided

"In the event of a sale of fewer than all of the Vessels, the Shipowner shall simultaneously pay
o\cr to the Indenture Trustee funds in an umount i-r.rTn.icnt 10 icdcem a prinup:il amount of
the Proportionate Outstanding Obligation-* rounded to the next higher imcgral multiple of
$1,000 and shall cause the redemption of &uch principal amount of Obligation*, together with
any premium or accrued interest, on such Obligations so rcddrieU as provided fui m sub-
section (c) of Article Third of the Indenture; provided, hobtncr. the Shipowner shall only be
required to so redeem Obligations to the extent thai such bale would result in a mandatory
redemption of Obligation* bv reason of Section 1104(bj(2j of the Act"

(4) Concerning Section 204(i). Section 204(i) of Exhibit 1 hereto is hereby amended to
read in its entirety as follows:

"The Shipowner shall at all times (unless otherwise required by any military authority of the
United States and except during such period as (T) the use of, or title to, a Vessel has been
taken or requisitioned by cmy government or go\ernmcntd bo<iy (2) there has been an actual or
constructive total loss ur an ag.ccd or compionr.scd total loss, or" a Vessel, or (3) there has been
any other loss with respect to a Vessel and the blr.powncr shall not have had a reasonable time
to repair the same) (A) at us win r..>st and expense mm main and preserve each of the Vessels,
so far as may be practicable, .M at least as good uiJcr and condition, ordinary wear and tear
excepted, as at the Delivery Date, and (B) Mia 11 perio-m or cause to be performed (x) at least
once each five (5) years with respect Vu the Barjjes {\) once every jear with respect to each
Towboat and (z) at any other time required by the Secretary, such surveys and inspec-
tions or take such other actions as are necessary to prove or establish such maintenance of each
of the Vessels to the .satisfaction of the Secretary, provided, however, that the Shipowner shall
be entitled to a 30 day grace period for reasonable cause on the scheduling of surveys for the
Towboats upon notice to the Secretary, which notice shall contain the reason for the postpone-
ment of such survey and the date of the re-scheduled sur\ey. Each such survey and inspection
shall be performed by a competent and rciogiuzcd independent marine surveyor. The Ship-
owner shall furnish two copies of the report ot such independent marine surveyor to the Secretary
within 15 days of such survey anil inspection to wlndi it relates. In addition, the Shipowner
shall furnish to the Secretary, annually, an Officer's Certificate stating the condition of each of
the Vessels."

(5) Concerning Section 2.04(j). Section 204(j) of Exhibit 1 is hereby amended to read
as follows:

"The Shipowner shall not, without the prior wrurcn consent of the Secretary, make, or
permit to be made, any material charge in a Vessel \\hiJi would alter the pu.pose for which buch
Vessel was intended at the date hereof in the case o: Vc^cla listed *n S- 'rolnle Y and Part 1 of
Schedule Z and on the respecmc Dei \cr> Date in ihc ca&c of all other Vessels, provided,
however, the foregoing shall not prevent the Shipowners removal and disposal, without replace-
ment, of the hatch co\er for any Bar^e which is no longer used o- useful in the operation of
such Barge; provided, further, that if the aggregate Depreciated Actual Cost of hatch covers
so removed and disposed of sball exceed $100,000 then the Sectary may require a redemption
of Proportionate Outstanding Obligations to the extent that tl'e then Outstanding Obligations
exceed the aggregate of S7y^% of the aggregate Depreciated Actual Cost of the Barges then
subject to the Mortgage and 7570 ot tnc aggregate Depreciated Actual Cost of the Towboats
then subject to the Mortgage and *uch redemption shall be treated a* a redemption of Sinking
Fund Bonds at a premium (if any shall then be due) pursuant to Article Third of the Indenture."

(d) Concerning Execution and Delivery of the Mortgage.



The provision* of Section 2.06 of Exhibit 1 hereto are amended by deleting Section 206 and sub-
stituting therefor the following.

"On the Closing Date MIC! each Deliver) Dale the shipowner shall (i) execute and deliver to
the Sen car> ihe Mortgage (or. i.' appiunr.'ile, a Mui gage .Supplement) in the form required by
rhc Granting Clause of the bpc^ial Provisions heieuf, (li) record or cause to be recorded the Mortgage
(or, 11 appropriate, a Mortgage Supplement; in the oil ice of il.e L" hi ted States Coast Guard, or us
successor, at the home pori of an) Vessel cohered b> such Mougage or Mintage Supplement and
endorse the same upon such Vessel'* docmiien: .IIT!, in ihu case 01 Morigngc Supplements, sliall make
due provision for endorsement thercuf on UK liouiiiuints 01 ail other Vessels then subject to the
Mortgage at the next respective United State:, ports u: call of such Vessels where such endorsements
can be made, and (in) deliver to the Secretary an opinion oi itb counsel m substantially the form
annexed hereto as Exhibit A to the form of the Mortgage (except that said form of opinion may be
appropriately revised to retlea that a Mortgage Supplement •„ the document which is to be the subject
of such opinion)."

(e) Concerning Insurance. (1) Section 207 (a) of Exhibit 1 hereto is deleted.

(2) Section 2.07 (b) of Exhibit I hereto is amended by (A) deleting the words "Delivery Date
of the Vessel" and "Delivery Date", respectively, and substituting in lieu thereof the words "the date
on whicn a Vessel first becomes subject to the Mintage", and lit; b> deleting the proviso immediately
preceding the last paragmph thereof and in ojimcciion with the last paragraph of Section 207(b)
of Exhibit 1 hereto, the amount of self-insurance permitted thereunder shall be $2,000,000 per year
on a cumulative baais (anei applicanon o: the dcciuctiiiles herein rcfened to) for losses under the
hull policy dm ing such year and a $20.000 deductible pei Barge for any loss rcaullmg from any one
accident o. occurrence and a JjsJO.COO deduct. blc per Towbo.il for am loss resulting from any one
accident or occurrence ,

(3) In connection wi.h clause (i.,) of Senum 207(L) o: Exhibit 1 Hereto, payment of losses
by marine underwriters up to the amount of $100,000 per Vessel per accident, occurrence or event
may be made directly to the Shipowner;

(4) Section 2.07 (c) (2) of Exhibit 1 hereto is hereby deleted.

(5) Section 2 07(c) (3) of Exhibit 1 hereto is amended by deleting from the first sentence thereof
the words "whether prior to o; alter ihe L»ehve:\ D.aeanti the insurance i. 01113 s Ii.ive nut ucen applied
as provided in subparagraph (2) u1" Lhis paragraph (c>" and the words "or held bv the Secretary
pursuant to subparagraph (2) above", and by deleting the pro- ,su of Section 207t.c)(3;(C) and
substituting therefor the following :

", provided tlini, 11 respective of tlie loiegomg. tlie Shipowner shall not be required TO so
deposit with the Secretary insurance moneys in on amount which, together with funds otherwise
available for the redemption of Obligations, is in excess of that required (i) for the redemption,
pursuant to Section 3 05 of Exhibit 1 to the Indenture of the Proportionate Outstanding Obliga-
tions rounded to the next highest integral multiple of $1,000 and (li) for the payment to the
Secretary a proportions amount (.similarly dtikrinincil) of all other sums that may be secured
by the Security Agreement and tiie

(6) Section 2.07 (e) of Exhibit 1 hereto is amended by (A) deleting the words "Delivery Date
of the Vessel" in the two instances m which it appears and substituting in lieu thereof the words,
"the date on which a Vessel first becomes subject .0 tne Mortgage" and (B) inserting the following
phrase after the phrase 'poll Lies u. msuiancc' m line 4 thereof, "in the IOTH of a protection and
indemnity policy n crnma'cnr in&ur.in.c i<i aic.urrla:Ke with the usiiai practice in the trade",
and in connection with the proviso clause of Section 2.07 (e) of Exhibit 1 hereto, the amount of
self-insurance permitted thereunder shall be $500,000 per risk covered with respect to each accident,
occurrence or event and $500,000 nith lespecr to each cargo or property earned, and the minimum



amount of such insurance, when combined with excess, shall be $15,000,000 in the aggregate for
any liability resulting from any one accident, event or occurrence;

(7) Section 2.07 (gj (2) of Exhibit 1 hereto is amended by deleting the proviso respecting
authority to enter into an agreement or compromise of the total loss of the Vessel and substituting
therefor the following:

"; provided that, the Secretary shall not enter into such an agreement or compromise
without the prior written consent of the Shipowner unless the aggregate amount payable to the
Shipowner and/or the Secretary under such agreement or compromise, together with funds
held by the Indenture Trustee and'the* Secretary-available for the redemption of Obligations, is
sufficient (i) to redeem or pay, pursuant to Section 2.09 of this Agreement, the Proportionate
Outstanding Obligations as rounded to the next highest integral multiple of $1,000."

($) Section 2.07(i) of Exhibit 1 hereto is hereby amended by deleting clause (4) of said
paragraph and inserting the word "and" immediately preceedmg clause (3) of said paragraph.

(9) Pursuant to Section 2.0/0) °* Exhibit 1 hereto the Secretary hereby agrees to accept
duplicate copies of all policies of insurance required under said Section 2 07, provided that the Ship-
owner agrees to deliver the originals of such policies at such time as the Secretary may request with
the agreement that such policies will be promptly returned to the Shipowner after the purpose of
such request has been fulfilled.

(10) Section 2.07 (m) of Exhibit 1 hereto is hereby amended by inserting the word "reasonably"
after the word "may" in the second line thereof.

(f) Concerning Section 2.09. Section 2.09 of Exhibit 1 hereto is hereby amended by deleting
said Section 2.09 and substituting the following:

"SECTION 2.09. Requisition of Title, Seizure, Forfeiture, Termination of Construction
Contract or Total Loss of the Vessel. In the event of (a) requisition of title to a Vessel, (b)
seizure or forfeiture of a Vessel or (cj termination of the Construction Contract relating to a
Vessel (unless, in the case of termination pursuant to said provisions, the Shipowner and the
Secretary shall elect-to-have the Vessel completed), or (d) the circumstances referred to in
Section 2.07(c)(3) if there shall have been an accident, occurrence or event resulting in'an
actual or constructive total loss or an agreed or compromised total loss of a Vessel:

"(1) The Shipowner shall promptly give written notice thereof to the Secretary;

"(2) The Shipowner shall (subject to the consent or approval of the Secretary and/or
the Maritime Administration if and to the extent they have jurisdiction) promptly pay all
amounts it receives by reason of such requisition, seizure, forfeiture, termination or total
toss to the Secretary; and

"(3) After all amounts which are reasonably expected to be received by the Secretary
in connection with any such requisition, seizure, forfeiture, termination or total loss (whether
from the Shipowner pursuant to the foregoing subparagraph (2), from a government or
governmental body, or otherwise) shall have been received by the Secretary (A) if there
is no existing Default, (i) the Secretary and the Shipowner shall give notice to the Indenture
Trustee for the redemption of the Proportionate Outstanding Obligations pursuant to
Section 3.05 of Exhibit 1 to the Indenture; provided, however, that such redemption shall
be limited to that amount necessary to meet the requirements of Section 1104 (b) (2) of the
Act. (in arriving at the Proportionate Outstanding Obligations to be redeemed pursuant
to Section 3 05 of Exhibit 1 to the Indenture, the Actual Cost or Depreciated Actual Cost,
as appropriate, of any Vessel or Vessels shall be determined as.of the date of the loss, requisi-
tion of title, seizure or forfeiture or termination of a Construction Contract by reason of
which such redemption is required to be made), (n) such amount, if any, held by the
Secretary shall be paid to the Indenture Trustee not earlier than 10 days prior to, nor later
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than the opening of business on, the Redemption Date required by Section 3.05 of Exhibit
1 to the Indenture, and (iii) the balance, if any, shall be applied by the Secretary first for
the payment of all other sums that may be secured hereby, and second, the remainder shall
be paid over to the Shipowner, or (B) if there is an existing Default and the Guarantees
shall not have terminated pursuant to Section 3.05, such amounts shall be held until the
same may be applied or paid under clause (A), (C), or (D) of this subparagraph (3),
whichever is applicable, or (C) if the Guarantees shall have terminated pursuant to
Section 305(3), be applied as provided in Section 6.05 (D) if the Guarantees shall have
terminated pursuant to Section 305(2) or (4), such amounts shall be paid by the Secretary
to the Shipowner,

provided that, the Shipowner shall not be required to pay to the Secretary pursuant to the fore-
going subparagraph (2) an amount which, together with funds held by the Secretary and the
Indenture Trustee and available for the redemption of Obligations, is in excels of that required
for the redemption of (x) the Proportionate Outstanding Obligations pursuant to Section 3.05
of Exhibit 1 to the Indenture, and (y) for the payment to the So-rciary of all other sums that may
be secured hcreunder as is equal to the product obtained by multiplying such sums by a fraction,
die numerator of which shall he the Actual Cost or Depreciated Actual Cost, as appropriate,
of the Vessel or Vessels affected by such event and the denominator of which shall be the aggre-
gate of the Actual Cost and Depreciated Actual Cost of all Vessels subject to the security interest
of the Secretary under this Security Agreement, including the Vessel or Vessels affected by
such event.

(g) Concerning Financial Statements. The Secretary consents to the use of consolidated
financial statements in the form regularly used by the Shipowner and its subsidiaries for purposes of
the financial information required by Section 2.10(a) of Exhibit 1 hereto.

(h) Concerning the Notice of Mortagage, In connection with Section 2.12 of Exhibit 1 hereto,
the notice of mortgage specified therein to be carried on the Vessels shall (subject to the provisions of
said Section 2.12) read as follows :

NOTICE OF MORTGAGE

"This Vessel is owned by AMERICAN- COMMERCIAL LINES, INC, and is covered by a First
Preferred Fleet Mortgage in favor of the United States of America, under authority of the Ship
Mortgage Act. 1920, as amended Under the terms of said Mortgage, neither AMERICAN
COMMERCIAL LINES, INC., any charterer, the Master of this Vessel nor any other person has any
right, power or authority to create, incur or permit to be placed or imposed upon this Vessel any
lien whatsoever other than hens for wages of a stevedore when employed directly by AMERICAN
COMMERCIAL LINES. INC., or the operator, Master, ship's husband, or agent of this Vessel, for
crew's wages in respect of this Vessel (including wages of a Master 10 the extent provided by
Public Law 90-293, approved April 25. 1968;, for general average, or for salvage (including
contract salvage;, or, to the extent they arc liens subordinate to the lien of said Mortgage, other
liens incident to current operations or for repairs, and other mortgages permitted by said
Mortgage."

The Notice of Mortgage specified in Section 2.12 of Exhibit 1 hereto shall in the case of Barges
be a plate made of metal or other durable material allixed to such Uarge and shall cover a space not less
than six inches wide by nine inches high.

(i) Concerning Section 302(b). Section 302(b) of Exhibit 1 hereto is hereby amended by
deleting said section in its entirety and substituting therefore the following.

"The Guarantee Fee shall be based on a ratio of the Shipowner's net worth (the "Net
Worth") to the Shipowner's long term debt (the "Long Term Debt"), as hereinafter defined.



both on a consolidated basis and based on information in the consolidated financial statements in
the form regularly used by the Shipowner and its subsidiaries The Guarantee Fee shall be
subject to annual redetermmaiion by the Secretary prior to the annual period covered by said
Guarantee Fee on the basis of the ratio of Net Worth to Long Term Debt, AS hereinafter stated,
and the Secretary, in the event of any change in the raie of the Guarantee Fee, shall promptly
give written notice to the Shipowner speciijing the Guarantee Fee for such annual period For
the purpose of determining the Guarantee Fee, the term "Net Worth" bhall mean as of any date,
the total of (1) paid-in capital stock, paid-in surplus, earned surplus <md appropriated surplus,
and all other amounts that would be included in net worth in accordant.*: with generally accepted
accounting principles, (2) deferred investment tax credit, and (3) Subordinated Debt, and the
term "Long Term Debt" bhall mean, ab of any date, the total oi notes, bonds, debentures, equip-
ment obligations and other evidences of indebtedness that would be included in Long Term Debt
in accordance with generally accepted accounting principles, but exclusive uf deferred income
taxes and Subordinated Debt."

(j) Concerning Article IV Sections 401, 4 U2, 4.03, 404 and 405 are inapplicable and are
deleted.

(k) Concerning Section 5.06. The first sentence oi Section 5 06 of Exhibit 1 hereto is hereby
restated as follows :

"The Escrow Fund will terminate 90 days after the last Delivery Date (herein called the
'Termination Date of the Escrow Fund')."

(1) Concerning Section 601. (\) Section 601(b)(.5) of Exhibit 1 hereto is hereby amended
to read as follows :

"(5) The Shipowner shall become insolvent or bankrupt or bhall cease paying or providing
for the payment of its debts or bhall be dissolved or shall, by a court of competent jurisdiction,
be adjudged bankrupt or shall make a general assignment for the benefit of its creditors or
shall lose its charter by forfeiture or otherwise , or a petition for reorganization of the Shipowner
under the Bankruptcy Act shall be filed by the Shipowner, or such petition shall be filed by
creditors and the same shall be approved by a court of competent jurisdiction ; or a reorganization
of the Shipowner under said Act shall be approved by such a court, whether proposed by a
creditor, a stockholder or any otter Person whomsoever ; or a receiver or receivers of any kind
whatsoever, whether appointed in admiralty, Ijankruptcy, common law or equity proceedings,
shall be appointed, by a decree of a court of competent jurisdiction, with respect to any Vessel
or all or substantially all of the property of the Shipowner, and such decree shall have continued
unstayed, on appeal or otherwise, and in effect for a period of 60 days ;"

(2) Section 601(b) of Exhibit 1 hereto is further amended by (i) deleting the word "and"
following the semicolon in paragraph (6), (u) adding the following paragraph:

"(7) Any representation or warranty made by the Shipowner or the Charterer in connection
with the execution and delivery of this Security Agreement, the Mortgage or the Title XI Reserve
Fund and Financial Agreement or in any certificate required to be furnished by the Shipowner
or the Chancre r pursuant therutu bhall prove to be incorrect in a material respect; and" and

(in) renumbering paragraph "7" as paragraph "8"

(m) Concerning Section 9 01 Section 9 01 (a) of Exhibit 1 hereto is hereby amended by add-
ing the following clause to the end of such section •

"or, with respect to any such consolidation or merger, the Shipowner shall be the surviving
corporation in such merger or consolidation "
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(n) Concerning Title V Contract, CDS Contract and Maritime Subsidy Board All references
in the General Provisions. Exhibit 1 hereto, pertaining to the Title V Contract, the CDS Contract
and the Maritime Subsidy Board are inapplicable and are deleted

(o) Concerning Nohfts. Subject to change a* provided in Section 10.01 of Exhibit 1 hereto,
any notice, request, rlemand, direction, consent, waiver or approval to be given to a party hereto, or
other commum cat ions, shall uc deemed to have been siifficientl) gi\en or made when addressed to:

The Secretary at:

SECHETAHV OF COMMERCE
c/o Assistant Secretary of Commerce for Maritime Affairs
Maritime Administration
Department of Commerce
Washington, O. C. 20230

The Indenture Trustee at:

THE CHASE MANHATTAN BANK
(National Association),
One Chase .Manhattan Plaza
New York. New York 10015
Attention. Corporate Tnist and Agency Division

The Shipowner at:

AMERICAN COMMERCIAL LINES, INC.
3800 Fredenca Street
Owensboro. Kentucky 42301
Attention: Secretary
with a copy to
3401 Allen Parkway
Houston, Texas 77019

(p) Conceming'the Special'Pi ortstons In the event of any conflict m. or inconsistency between,
the Special Provisions of this Security Agreement and Exhibit 1 hereto, said Special Provisions
shall control.

ARTICLE SEVENTH

OBLIGATIONS ISSUED WITH RESPECT TO

DELAYED DELIVERY CONTRACTS

The obligation of the Secretary to authorize and direct the Indenture Trustee through the execution
and delivery of a Secretary's Determination to authenticate Obligations issuable upon original issue under
the Indenture on a date subsequent to the date of the Authorization Agreement and the Guarantees thereon
and deliver such Obligations and Guarantees in accordance with the Indenture and the Authorization
Agreement shall be subject to satisfaction on the Delayed Delivery Closing Date of the following conditions:

(a) the Construction Contract, as amended or supplemented from time to time, shall be in full
force and effect;

(b) the Mortgage upon the Vessels delivered on or before such Delayed Delivery Closing Date
shall have been duly recorded and endorsed so as to qualify as a first "preferred mortgage" under tlic
Ship Mortgage Act, 1920, as amended, or due provision for such endorsement shall have been made,

(c) on such Delayed Delivery Closing Date each Vessel delivered on or before such Delayed
Delivery Closing Date shall be free of any claim, hen, charge, mortgage or other encumbrance of any
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character (except :he Security Agreement, the Mortgage and liens* permitted by Section 204{a)
of Exhibit 1 to the Security Agreement) and the Undelivered Vessels shall be free of any claim,
lien, charge, or encumbrance of any character (except the Security Agreement, the equity of the
Shipbuilder under the Construction Contract, liens which the Shipbuilder in obligated to discharge
under the Construction Contract and as otherwise permitted under Section 204-(a") of Exhibit 1 to
the Security Agreement); the Delayer! Delivery Contracts shall have been executed and delivered
on or prior to the Delayed Delivery Closing Date, and the Shipowner diall have deposited in the
Conbtnictum I-'uml aiirl Escnw Fund, if an\ r'no an.uupi contemplated bj the Security Agreement
and the Depository Agreement;

(d) on such Delayed Delivery Closing Date the Shipowner and the Charterer shall be citizens
of the United States within the meaning of Section 2 of the Shipping Act, 1916, as amended, and
shall have furnished to the Secretary affidavits setting forth data showing such citizenship,

(e) tHere shall have been delivered to the Secretary, in substantially the form approved by
the Secretary set forth in Schedule One to the Guarantee Commitment, the opinion of counsel of
the Shipowner;

(f) the Shipowner shall have performed without material breach its respective agreements
under Article IV of the Guarantee Commitment, and the further terms, conditions and provisions
of the Guarantee Commitment shall have been complied with in all material respects;

(g) there shall not have occurred any event whn.li constitutes (or after any period of time or
any notice, or both, would constitute) a "Default" under the Security Agreement;

(h) the following representation:) and warranties of each of the Shipowner and the Charterer
shall have been made to the Secretary in writing and shall be true as of the Delayed Delivery
Closing Date:

(i) each of the Shipowner and the Charterer has been duly incorporated and is duly
incorporated and is validly existing as a corporation in good standing under the laws of the
State of Delaware, with power and authority (corporate and other) to own its properties and
assets and to conduct its business as the same is presently being conducted;

(li) the Shipowner had and has legal power and authority to enter into and carry out
the terms of the Construction Contract, the Bond Purchase Agreements, the Indenture, the
Obligations, the Security Agreement, the Secretary's Note, the Mortgage, the Charter and the
Depository Agreement and the Charterer had jnd has legal po\\t.- and authority to enter into
and carry out the terms of the Charter, Amendment No 1 to the Title XI Reserve Fund and
Financial Agreement and the Depository Agreement;

(iii) each and all of the documents and instruments referred to in clause (ii) hereof have
been executed and delivered by the Shipowner and the Charterer, an the case may be, and
constitute in accordance with their respective terms valid and binding instruments of the Ship-
owner, enforceable against the Shipowner and the Charterer, as the case may be, except to
the extent limned by applicable bankruptcy, reorganization, insolvency, moratorium or similar
laws of general application relating to or affecting the enforcement of creditor's rights as from
time to time in effect and;

(iv) the consummation of the transactions contemplated and compliance by the Shipowner
and the Charterer with all the terms and provisions of the documents and instruments referred
to in clause (ii) hereof will not violate any provisions of the Certificate of Incorporation, as
amended, or By-Laws of the Shipowner and the Charterer, a* the ca«c may be, and will not
result in breach of the terms and provisions of, or constitute a def.iult under any other agree-
ment and undertaking by the Shipowner and the Charterer, as the rase may he. or by which
either of them is bound on any order of any court or administrative agency entered into any
proceedings to which either is a party.
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IN WITNESS WIIKKEOF, the parties have caused this Security Agreement to be executed and delivered
the day and year first above written.

AMERICAN COMMERCIAL LINES, INC.
As Shipowner

[SEAL]
Attest:

[SEAL]
Attest:

Secretary

Assistant Semtary
Maritime~Administration

STATES OF AMERICA
SECRETARY OP COMMERCE

By ASSISTANT SECRETARY OF COMMERCE
FOR MARITIME AFFAII

Secretory
V. ./ Maritime Administration
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SCHEDULE X

"Act" means the Merchant Marine Act, 1936, as amended and in effect on August 18, 1977.

"Act of Obligees" means any request, demand, authorization, direction, notice, consent, waiver or
other action to be given or taken by Obligees and embodied in one or more documents of the type, and
executed in the manner, required by an Indenture

"Actual Cost" means the actual cost of a Vessel as determined and redetermmed by the Secretary
pursuant to the Security Agreement and Sections H01(f) and 1104(b)(2) of the Act

"Actual Knowledge" or "actual knowledge" means actual knowledge of a Responsible Officer.

"Affiliate" or "Affiliated" means any Person directly or indirectly controlling, controlled by or
under common control with another Person.

"Amendment No 1 to Title XI Reserve Fund and Financial Agreement Amendment" means that
Amendment No 1 to Title XI Reserve Fund and Financial Agreement Contract No. MA-8428 dated
the Closing Date between the Charterer and the Secretary.

"Authorisation Agreement" means the Authorization Agreement, Contract No. MA-8720, to be
dated the Closing Date, between the Secretary and the Indenture Trustee, whereby the Secretary authorizes
the Guarantee of the United States to be endorsed on each of the Obligations, as originally executed,
or as the same may be modified, amended or supplemented in accordance with the applicable provisions
thereof.

"Authorized Newspapers" means "The Wall Street Journal" (all editions), the "Journal of Com-
merce" and a newspaper of general circulation printed in the English language, customarily published on
each Business Day, whether or not published on Saturdays, Sundays or legal holidays and of general
circulation in New York, New York. Whenever successive weekly publications in the Authorized News-
papers are required under any agreement or other document, they may be made (unless otherwise expressly
provided therein) on the same or different days of the week and in the same or in different Authorized
Newspapers. If, because of the temporary or permanent suspension of the publication or general circulation
of any newspaper or for any other reason, it is impossible or impracticable to publish any notice required
under any agreement or other document in the manner therein provided, then such publication in lieu
thereof as shall be made with the approval of the Indenture Trustee shall constitute a sufficient publication
of such notice.

"Average Principal Amount of Obligations Outstanding" shall mean the average principal amount
of the Obligations Outstanding during the annual period covered by the Guarantee Fee in question.

"Barge" means a barge listed in Schedule Y or Z to the Guarantee Commitment.

"Bond Purchase Agreements" means that certain underwriting agreement dated August 18, 1977,
between the Shipowner and the Purchasers named therein and the Delayed Delivery Contracts for the
purchase of Bonds delivered pursuant thereto substantially in the form of Schedule No 2 to said under-
writing agreement, all as originally executed or as modified, amended or supplemented in accordance with
the applicable provisions thereof.

"Business Day" means A day which is not a Saturday, Sunday or a bank holiday under the laws of
the United States or the State of New York.

"Charter" means the Bareboat Charter dated the Closing Date between the Shipowner and the
Charterer substantially in the form of Exhibit 5 to the Security Agreement as originally executed, or as the
same may be modified, amended or supplemented in accordance with the applicable provisions thereof.

"Charterer" means Commercial Baige Line Company, a Delaware corporation, and its successors
and assigns under the Charter.

1



"Closing Date" means the initial date on which the Obligations are sold and delivered pursuant to the
Bond Purchase Agreements.

"Company" means Commercial Barge Line Company, a corporation organized and existing under
the laws of the State of Delaware.

"Consent" when used with respect to the Shipowner means a written consent of the Shipowner
executed by a Responsible Officer thereof.

"Consent of Shipbuilder" means the consent of the Shipbuilder to be executed on or before the
Closing Date, evidencing consent to the assignment of the Construction Contract, insofar as it relates
to the Vessels, under the Security Agreement, as originally executed or as the same may be modified,
amended or supplemented in accordance with the applicable provisions thereof.

"Construction" means construction of a Vessel, including the designing, inspecting, outfitting and
equipping thereof.

"Construction Contract' means a Construction Contract dated as of December 1, 1976 between Jeff-
boat, Incorporated and the Shipowner providing for the construction of 2 Towboats and 210 Barges as
originally executed or as the same may be modified, amended or supplemented in accordance with the
applicable provisions thereof.

"[C]ontrol" means the possession, directly or indirectly, of the power to direct or cause the direction
of the management and policies of a Person, whether through ownership of voting securities, by contract
or otherwise, and the terms "controlling" and "controlled" have meanings correlative with the foregoing

''Corporate Trust Office" means the office or agency of the Indenture Trustee at which at any partic-
ular time its corporate agency business shall be conducted, except that with respect to Section 6.01 of
Exhibit 1 to the Indenture and the definition of the term "Secretary's Notice", Corporate Trust Office
shall mean the office or agency of the Indenture Trustee at which at any particular time its corporate
trust business shall be administered.

"Creu/s Wages" means crew's wages including the wages of a master to the extent provided by
Public Law 90-293, approved April 25, 1968.

"Default" when used in the Security Agreement has the meaning attributed to it in Section 6.01 of
Exhibit 1 to the Security Agreement.

"Delayed Delivery Closing Date" means the date upon which Obligations are sold and issued pursuant
to the Delayed Delivery Contracts.

"Delayed Delivery Contract" means each, and "Delayed Delivery Contracts" means every, contract
entered into on the Closing Date by the Company substantially in the form of Schedule No. 2 to that
certain underwriting agreement dated August 18,1977, between the Shipowner and the Purchasers named
therein providing for the future sale and issuance of Obligations.

"Delivery Date" means the date when a Vessel is delivered to and accepted by the Shipowner pursuant
to the Construction Contract relating thereto.

"Depository" means The Chase Manhattan Bank (National Association), a national banking associ-
ation, as depository under the Depository Agreement and any successor or assign under the Depository
Agreement.

"Depository Agreement" means the Depository Agreement dated the Closing Date (Contract No
MA-8723) among the Shipowner, the Charterer, the Secretary and the Depository as originally executed,
or as the same may be modified, amended or supplemented in accordance with the applicable provisions
thereof.



"Depreciated Actual Cost" means, with respect to any Vessel, the depreciated actual cost of such
Vessel as determined and redetcrmined by the Secretary pursuant to Section 1101 (g) of the Act

"Eligible Investment" has the meaning specified in the Title XI Reserve Fund and Financial
Agreement.

"Escrow Fund" nab the meaning specified in Article First of the Special Provisions of the Security
Agreement.

"tiuaranfee" means each, and "Guarantees" means every guarantee of an Obligation by the United
States pursuant to Title XI of the Act. as provided in the Authorization Agreement.

"Guarantee Commitment" means the Commitment to Guarantee Obligations by the United States,
Contract No MA-S7I9. dated August 18. 1977. executed by the Secretary and accepted by the Shipowner
with respect to the Guarantees, as originally executed or as modified, amended or supplemented in
accordance with the applicable provisions thereof

"Guarantee Fee" means the annual fee payable to the Secretary for the Guarantees.

"Holder" means each, and "Holders" means every, registered holder of an Obligation.

"Increased Security" means, with respect to each Vessel, the Secretary's Note, the Security Agree-
ment, the Vessel, the Security, and the Policies of Insurance, collectively, described in Section 604 of
Exhibit 1 to the Security Agreement.

"Indenture" means the Trust Indenture dated the Closing Date between the Shipowner and the Inden-
ture Trustee, as originally executed, or as the same may be modified, amended or supplemented in
accordance with the applicable provisions thereof

"Indenture Default" has the meaning specified in Article VI of Exhibit 1 to the Indenture.

"Indenture Trustee" means The Chase Manhattan Bank (National Association), New York, New
York, a national banking association, and any successor trustee under the Indenture.

"Independent Auditing Firm" means a firm of independent certified public accountants or independent
licensed public accountants, certified or licensed by a regulatory authority of a state or other political
subdivision of the United States, who may be the regular auditors for the Shipowner.

"Interest Payment Date" means, with respect to any Obligation, the date when any installment of
interest on such Obligation is due and payable

"Latest Schedule" has the meaning specified in Section 3.02 (b) of Exhibit 1 to the Security
Agreement.

"Long Term Debt" has (a) in the case of the Tide XI Reserve Fund and Financial Agreement,
the meaning set forth in Section ll.d) of Exhibit 1 thereto and (b) for all other purposes, the meaning
specified in Section 3 02(b) of Exhibit I to the Security Agreement with respect to the Shipowner.

"Martlitne Administration" means the Maritime Administration established by Reorganization Plan
No 21 of 1950 and continued by Reorganization Plan No. 7 of 1961. or any body or official which is
successor to .said Maritime Administration with respect to a particular function.

"Maturity1, when used with respect to any Obligation, means the date on which the principal of such
Obligation becomes due and payable as therein provided, whether at the Stated Maturity, by redemption,
or by acceleration.

"Moneys Due in Respect of the Construction of the Vessel" has the meaning specified in paragraph II
of the Granting Clause of the Special Provisions of the Security Agreement



' means the first preferred fleet mortgage on the Vessels, Contract No. MA-8722, to be
dated the Closing Date between the Shipowner and the Secretary, substantially in the form of Exhibit 3 to
the Security Agreement, as originally executed or as modified, amended or supplemented in accordance
with the applicable provisions thereof.

"Mortgage Supplement" means, and shall include, without limitation, each supplement to the Mortgage
in substantially the form of Exhibit B annexed thereto.

"Mortgagee" means the Secretary, as mortgagee under the Mortgage.

''Mortgagor*' means the Shipowner, as mortgagor under the Mortgage.

"Net Worth" or "Owner's Equity" (a) when used with respect to a Guarantee Fee has the meaning
specified in Section 3.02 (b) of Exhibit 1 to the Security Agreement and (b) when used with respect to
the Title XI Reserve Fund and Financial Agreement has the meaning specified in Section l(b) of the
Title XI Reserve Fund and Financial Agreement

"New Vessef* means each, and "New Vessels" means every. Barge and Towboat designated in
Schedule Z to the Guarantee Commitment, together with related appurtenances, additions, improvements
and replacements, and when used with respect to the Mortgage shall have the meaning specified in the
Granting Clause thereof.

"Obligation" means each, and "Obligations" means every obligation of the Shipowner bearing a
Guarantee and authenticated and delivered pursuant to the Indenture and the Authorization Agreement

''Obligation Register" has the meaning specified in Section 2.10 of Exhibit 1 to the "Indenture.

"Obligee" means each, and "Obligees" means every, Holder of an Obligation.

"Offering Circular'' means that certain final offering circular dated August 18, 1977, relating to the
issuance and sale of the Obligations.

"Officer's Certificate" means a certificate conforming to Section 1.02 of Exhibit 1 to the Security
Agreement and signed by a Responsible Officer of a Person.

"Opinion of Counsel" means an opinion of counsel conforming to Section 1.02 of Exhibit 1 to the
Security Agreement.

"Outstanding", when used with reference to the Obligations, shall mean all Obligations theretofore
issued under the Indenture, except

(1) Obligations Retired or Paid; or

(2) Obligations in lieu of which other Obligations have been issued under the Indenture.

"Paying Agent" means any bank or trust company having the qualifications set forth in clauses
(1). (3), (4) and (5) of Section 7.02(a) of Exhibit 1 to the Indenture which shall be appointed by the
Shipowner in accordance with Section 4 02 of Exhibit 1 to the Indenture to pay the principal of (and
premium, if any) or interest on the Obligations on behalf of the Shipowner.

"Payment Default" has the meaning specified in Section 6.01 (a j of Exhibit 1 to the Security
Agreement

"Person" means any individual, corporation, partnership, estate, joint venture, association, joint-stock
company, trust, unincorporated organization or government or any agency or political subdivision thereof.

"Place of Payment" means the place at which an Obligation is to be redeemed pursuant to Article
III of Exhibit 1 to the Indenture,



"Policies of Insurance" and "Policies" mean all cover notes, binders, policies of insurance and
certificates of entry in a protection and indemnity association, club or syndicate with respect to a Vessel,
including all endorsements and riders to any thereof.

"Proportionate Outstanding Obligations" means, as of any date, the amount of Obligations Out-
standing on such date which bears the same proportion to the amount of all Obligations Outstanding
on such date as (i) the Actual Cost or Depreciated Actual Cost, as appropriate, of the Vessel or Vessels
in respect of which such determination is being made bears to (ii) the Actual Cost or Depreciated Actual
Cost, as appropriate, of all of the Vessels (including the Vessel or Vessels in respect of which such deter-
mination is being made; subject to any mortgage, loan agreement or security agreement entered into
between the Secretary, the Shipowner and any other parties in order to protect the interests of the United
States in connection with the Guarantees In arriving at the Proportionate Outstanding Obligations for
any purpose, the Actual Cost or the Depreciated Actual Cost, as appropriate, of any Vessel or Vessels
shall be determined as of the date or dates specified for such purpose.

"Principal Office", when used with respect to the Shipowner means the principal place of business of
the Shipowner at which at any particular time its corporate business (or in the case of a commercial
bank, its corporate trust business) shall be principally administered.

''Purchaser" means each, and "Purchasers?' means every. Person who executes or is listed in the Bond
Purchase Agreements with the Shipowner.

"Redemption Date" means, with respect to any Obligation, the date fixed for the redemption of an
Obligation by or pursuant to Article III of Exhibit 1 to the Indenture or the Special Provisions thereof.

"Redemption Price" means, with respect to any Obligation, the price at which an Obligation is to
be redeemed pursuant to Article III of Exhibit 1 to ihe Indenture or the Special Provisions thereof.

"Request? means a written request to a Person for the action therein specified, signed by a Re-
sponsible Officer of the Person making such request.

"Responsible Officer" means (i) in case of any business corporation, the chairman of the board of
directors, the president, any vice president, the secretary, any assistant secretary, the treasurer or any
assistant treasurer and (ii) in the case of any commercial bank, the chairman or vice chairman of the
board of directors or trustees or of any executive committee, the president, any vice president, the secretary,
the treasurer, any assistant secretary or assistant treasurer, any trust officer, any executive or senior
or second or assistant vice president, or any other officer or assistant officer customarily performing
functions similar to those performed by the persons who at the time shall be such officers, or to whom
any corporate trust matter is referred because of his knowledge of and familiarity with the particular
subject

"Retired" or "Paid", as applied to Obligations and the indebtedness evidenced thereby, means that
such Obligations shall be deemed to have been retired or paid and shall no longer be entitled to any
rights or benefits provided in the Indenture if

(1) such Obligations shall have been paid in full;

(2) such Obligations shall have been cancelled by the Indenture Trustee or shall have been
delivered to the Indenture Trustee for cancellation; or

(3) Mich Obligations shall have become due and payable at Maturity and funds sufficient for the
payment of such Obligations (including interest to the date of Maturity [or in the case of a payment
after Maturity to the date of payment] together with any premium thereon) and available for such
payment (whether as a result of payment pursuant to the Guarantees or otherwise) shall be held by
the Indenture Trustee or am Paying Agent pursuant to Section 402 of Exhibit 1 to the Indenture



(or shall have been so held and shall thereafter have been paid to the Shipowner pursuant to Section
4.03 of Exhibit 1 to the Indenture) in trust for the purpose or with irrevocable directions to it to so
apply Hie same;

provided that the foregoing definition is subject to the provisions of Section 608 of Exhibit 1 to the
Indenture.

"Schedule Y Vessels" means the Towboats and Barges listed in Schedule Y to the Guarantee
Commitment, together with related appurtenances, additions, improvements and replacements

"Secretary means the Secretary of Commerce or any official or body from time to time duly
authorized to perform the duties and functions of the Secretary of Commerce under Title XI (including
the Assistant Secretary of Commerce for Maritime Affairs, the Acting Assistant Secretary of Commerce
for Maritime Affairs, the Maritime Administrator, the Acting Maritime Administrator, and. to the
extent so authorized, the Deputy Assistant Secretary of Commerce for Maritime Affairs, the Deputy
Maritime Administrator and other officials of the Maritime Administration).

"Secretary of Commerce", when used in the Security Agreement, means the Secretary of Commerce
or any official or body from lime to time duly authorized to perform the duties and functions of Secretary
of Commerce under the Act (other than Title XI thereof), or any other statutes relating to the American
Merchant Marine (including the Maritime Subsidy Board, the Assistant Secretary of Commerce for
Maritime Affairs, the Acting Assistant Secretary of Commerce for Maritime Affairs, the Maritime
Administrator, the Acting Maritime Administrator, and other assistants so authorized, and, to the extent
so authorized, the Deputy Assistant Secretary of Commerce for Maritime Affairs, the Deputy Maritime
Administrator and other officials of the Maritime Administration).

"Secretary's Note" means a promissory note issued and delivered by the Shipowner to the Secretary
described in Article Second of the Special Provisions of the Security Agreement.

"Secretary's Notice" means a notice from the Secretary to the Indenture Trustee to the effect that
(a) a default, within the meaning of Section 1105(b) of the Act, has occurred under a mortgage, loan
agreement, or other security agreement that has been entered into among the Secretary, the Shipowner
and any other parties in order to protect the interests of the United States in connection with the
Guarantees; (b) such notice is given for the purposes of Section 6.01 (b) of Exhibit 1 to the Indenture
in order to protect the security interests of the United States under such mortgage, loan agreement or
other security agreement; and (c) the Guarantees will terminate upon the expiration of 60 days from
the date of such notice if the Indenture Trustee and each Obligee shall have failed to demand payment
oE the Guarantees as provided in this Indenture, in the Guarantees or in the Act. Such notice shall be
given (i) in writing, by registered mail, return receipt requested, deposited in the United States mails on
the date of such notice and addressed to a Responsible Officer in the Corporate Trust Office of the
Indenture Trustee, in accordance with the Special Provisions of the Indenture, (ii) by collect telegram,
telex, telecopy or similar means of transmission dispatched on such date and addressed to the Indenture
Trustee as aforesaid and (ui) by collect telephone call made on such date to a Responsible Officer in the
Corporate Trust Office of the Indenture Trustee. A Secretary's Notice shall not be deemed to have been
given unless it shall have been given in accordance with all the provisions of this definition, and the
date of any Secretary's Notice shall be deemed to be the date on which it is so given.

"Security1 has the meaning specified in the Granting Clause of the Special Provisions of the Security
Agreement.

"Security Agreement" means the security agreement. Contract No MA-8721. with respect to the
Vessels to be executed on the Closing Date by the Secretary and the Shipowner relating to the security
in respect of the Guarantees, as originally executed or as modified, amended or supplemented in accordance
with the applicable provisions thereof.



"Secunly Default" has the meaning specified in Section 6 01 of Exhibit 1 to the Security Agreement.

"Shipbuilder" shall mean Jeffboat, Incorporated, a Delaware corporation and its successors, and
assigns.

ntr" means American Commercial Lines, Inc., a Delaware corporation, and subject to the
provisions of Section 8 01 of Exhibit 1 to the Indenture shall also include its successors and assigns.

''Stated Maturity", when used with respect to any Obligation, means the date specified in any
Obligation A& ihe final fixed dale on which the principal of such Obligation is due and payable and
"Stated Maturities" means every such date.

"Subordinated Debt" means debt subordinated to the Obligations on cither (a) the terms and
mndiiinns ML forth in the Statement of Subordination Terms in (i) Exhibit 3 to the Title XI Reserve
Fund and Financial Agreement for debt of the Company or (ii) Exhibit 4 to the Title XI Reserve
l;und and Financial Agreement for debt of the Shipowner or (b) such other terms as are approved by
the Secretary.

"Successor" means a Person formed by or surviving a consolidation or merger with the Shipowner
or to which the Vessels ha\e been sold and which has qualified as such successor under all applicable
provisions of rhe Security Agreement. Mortgage and Indenture.

"Supplemental Indenture" shall mean any indenture supplemental to an Indenture entered into
pursuant to Article X of Exhibit 1 to the Indenture.

"Title XI" means Title XI of the Act.

"Title XI Reserve Fund and Financial Agreement' means that Title XI Reserve Fund and Financial
Agreement, Contract No. MA-8428, dated July 29. 1976, between the Charterer and the Secretary,
as originally executed and as the same may be amended or supplemented in accordance with the applicable
provisions thereof.

"Towboat" means a towboat listed in Schedule Y or Z to the Guarantee Commitment.

"Undelivered Vessel" means each, and "Undelivered Vessels" means every, Vessel which has not been
delivered by the Shipbuilder to the Shipowner on or before the Closing Date but is intended to be
delivered after such date pursuant to the terms of its respective Construction Contract.

"United States" means the United States of America.

means each, and "Vessels" means every, Schedule Y Vessel and every New Vessel owned
by the Shipowner and listed in Schedule Z together with all property relating to said Vessel or Vessels
which the Shipowner has, or will have, an interest in pursuant to the Construction Contract and all work
and material heretofore of hereafter performed upon or installed in. or placed aboard each Vessel and
when used with respect to the Mortgage shall have the meaning specified in the Granting Clause thereof



SCHEDULE Y

(Vessels Delivered One Year Prior to August 30, 1977)

Type Name

Barge, Covered Hopper ACBL 2942

Barge, Covered Hopper ACBL 2943

Barge, Covered Hopper ACBL 2944

Barge, Covered Hopper ACBL 2945

Barge, Covered Hopper ACBL 2946

Barge, Covered Hopper ACBL 2947

Barge, Covered Hopper ACBL 2948

Barge, Covered Hopper ACBL 2949

Official
No.

575462

575463

575464

575465

575466

575467

575468

575469

Place
Puilt

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1976

1976

1976

1976

1976

A p proximal
Tonnage :
Cross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana

Barge, Covered Hopper ACBL 2950 575470 Jeffersonville
Indiana

1976 1062/1062



Page 1 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30 , 1977)

Type
Tow boat

Barge,

Barge,

Barge,

Barge,

Barge ,

Barge,

Barge ,

Barge,

Barge,

Barge,

Barge ,

Barge ,

Barge,

Barge,

Barge,

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Name
Official

No.

Dennis Hendrix 583466

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

1358

1359

1360

1361

1362

1363

1364

1365

1366

1367

1368

1369

1370

1371

1372

579501

579502

579503

579504

579505

579506

579507

579508

579509

579510

579511

579512

579513

579514

579515

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximat
Tonnage :
Gross /Net

1155/785

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063
Indiana



page 2 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30 , 1977)

Type

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Name

ACBL 1373

ACBL 1374

ACBL 1375

ACBL 1376

ACBL 1377

ACBL 1378

ACBL 1379

ACBL 1380

ACBL 1381

ACBL 1382

ACBL 1383

ACBL 1384

ACBL 1385

ACBL 1386

ACBL 1387

ACBL 1388

ACBL 1389

Official
No.

578823

578824

578825

578826

578827

578828

578829

578830

578831

578832

580730

580731

580732

580733

580734

580735

580736

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross /Net

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1062

1063/106:

1063/106!

1063/106

1063/106

1063/106

1063/106

1063/10(



Page 3 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30 , 1977)

Tvoe

Barge, Covered Hopper

Barge,

Barge ,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge ,

Barge,

Barge,

Barge,

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Open Hopper

Name

ACBL 1390

ACBL 1391

ACBL 1392

ACBL 1393

ACBL 1394

ACBL 1395

ACBL 1396

ACBL 1397

ACBL 1797

ACBL 1798

ACBL 1799

ACBL 1800

ACBL 1801

ACBL 1802

ACBL 1803

ACBL 1804

ACBL 1805

Official
No.

580737

580738

580739

580740

580741

580742

580743

580744

579516

579517

579518

579519

579520

579521

579522

579523

579524

Place
Built

Jeffersonvllle
Indiana

Jeffersonvllle
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1976

1976

1976

1976

1976

1976

1977

1977

1976

Approximate
Tonnage :
Gross /Net

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804
Indiana



Page 4 of 11
SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30 , 1977)

Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Name

ACBL 1806

ACBL 1807

ACBL 1808

ACBL 1809

ACBL 1810

ACBL 1811

ACBL 1812
-

ACBL 1813

ACBL 1814

ACBL 1815

ACBL 1816

ACBL 1817

ACBL 1818

ACBL 1819

ACBL 1820

ACBL 1821

ACBL 1822

ACBL 1823

Official
No.

579525

579526

579527

579528

579529

579530

578662

578663

578664

578665

578666

578667

578668

578669

578670

-578671

578672

578673

Place
Built

Jef fersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Ind iana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross/Net

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804
Indiana



Page 5 of 11

SCHEDULE 2 (1)

(Vessels Delivered Within One Year of August 30, 1977)

Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, "Open Hopper

Barge, Open Hopper

Name

ACBL 1824

ACBL 1825

ACBL 1826

ACBL 1827

ACBL 1828

ACBL 1829

ACBL 1830

ACBL 1831

ACBL 1832

ACBL 1833

ACBL 1834

ACBL 1835

ACBL 1836

ACBL 1984

ACBL 1985

ACBL 1986

ACBL 1987

Official
No.

578674

578675

578676

580427

580428

580429

580430

580431

580432

580433

580434

580435

580436

577658

577659

577660

577661

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1976

1976

1976

1976

A p proximai
Tonnage:
Gross /Net

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

742/742

742/742

742/742

742/742
Indiana



Page 6 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30, 1977)

Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Name

ACBL 1988

ACBL 1989

ACBL 1990

ACBL 1991

ACBL 1992

ACBL 1993

ACBL 2952

ACBL 2953

ACBL 2954

ACBL 2955

ACBL 2956

ACBL 2957

ACBL 2958

ACBL 2959

ACBL 2960

ACBL 2961

APRT. 2962

Official
No.

577662

577663

577664

577665

577666

577667

575472

575473

575474

575475

575476

575477

575478

575479

575480

575481

575482

Approximate
Place Year Tonnage:

.lr n..4i«- Rross/Net
PU1J.U

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

•K • '

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

742/742

742/742

742/742

742/742

742/742

742/742

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

Indiana



Page 7 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30 , 1977)

Type Name

Barge, Covered Hopper ACBL 2963

Barge, Covered Hopper ACBL 2964

Barge, Covered Hopper ACBL 2965

Barge, Covered Hopper ACBL 2966

Barge, Covered Hopper ACBL 2967

Barge, Covered Hopper ACBL 2968

Barge, Covered Hopper ACBL 2969

Barge, Covered Hopper ACBL 2970

Barge, Covered Hopper ACBL 2971

Barge, Covered Hopper ACBL 2972

Barge, Covered Hopper ACBL 2973

Barge, Covered Hopper ACBL 2974

Barge, Covered Hopper ACBL 2975

Barge, Covered Hopper ACBL 2976

Barge, Covered Hopper ACBL 2977

Barge, Covered Hopper ACBL 2978

Barge, Covered Hopper ACBL 2979

Official
No.

575483

575484

575485

575486

577668

577669

577670

577671

577672

577673

577674

577675

577676

577677

577678

577679

577680

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville *
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indinna

Jeffersonville

Year
Built

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

197.6

1976

1976

Approximat.
Tonnage;
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Page 8 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30, 1977)

TVPC

Barge, Covered Hopper

Jarge, Covered Hopper

large, Covered Hopper

large, Covered Hopper

large, Covered Hopper

large, Covered Hopper

large, Covered Hopper

large, Covered Hopper

large, Covered Hopper

Jarge, Covered Hopper

iarge, Covered Hopper

iarge, Covered Hopper

large, Covered Hopper

large, Covered Hopper

Barge, Covered Hopper

large, Covered Hopper

large, Covered Hopper

Name

ACBL 2980

ACBL 2981

ACBL 3000

ACBL 3001

ACBL 3002

ACBL 3003

ACBL 3004

ACBL 3005

ACBL 3006

ACBL 3007

ACBL 3008

ACBL 3009

ACBL 3010

ACBL 3011

ACBL 3012

ACBL 3013

ACBL 3014

Official
No.

577681

577682

580437

580438

580439

580440

580441

580442

580443

580444

580445

580446

580745

580746

580747

580748

580749

Place
Uiii 1 f-DU 1- 1 1-

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeflersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

JeTfersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Built

1976

1976

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
flross/Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062



Page 9 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30, 1977)

Type

Barge, Covered Hopper ACBL 3015

Barge, Covered Hopper ACBL 3016

Barge, Covered Hopper ACBL 3017

Barge, Covered Hopper ACBL 3018

Barge, Covered Hopper ACBL 3019

Barge, Covered Hopper ACBL 3020

Barge, Covered Hopper ACBL 3021

Barge, Covered Hopper ACBL 3022

Barge, Covered Hopper ACBL 3023

Barge, Covered Hopper ACBL 3024

Barge, Covered Hopper ACBL 3025

Barge, Covered Hopper ACBL 3026

Barge, Covered Hopper ACBL 3027

Barge, Covered Hopper ACBL 3028

Barge, Covered Hopper ACBL 3029

Barge, Covered Hopper ACBL 3030

Barge, Covered Hopper ACBL 3031

Official
No.

580750

580751

580752

580753

580754

580755

580756

580757

580758

580759

582184

582185

582186

582187

582188

582189

582190

Place
Built

Jef fersonvillc
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Je f f e r son v i I le
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonvillo
India nei

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximal
Tonnage :
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Page 10 of 11

SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30, 1977)

Type

Barge, Covered Hopper

Barge, Covered Hopper

Barge,

Barge,

Barge ,

Barge,

Barge,

Barge,

Barge ,

Barge,

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge

Barge

Barge

Barge

, Covered Hopper

, Covered Hopper

, Covered Hopper

, Covered Hopper

Barge, Covered Hopper

Name

ACBL 3032

ACBL 3033

ACBL 3034

ACBL 3035

ACBL 3036

ACBL 3037

ACBL 3038

ACBL 3039

ACBL 3040

ACBL 3041

ACBL 3042

ACBL 3043

ACBL 3044

ACBL 3045

ACBL 3046

ACBL 3047

ACBL 3048

Official
No.

582191

582192

582193

582194

582195

582196

582197

582198

582199

582200

582201

582202

582203

582204

582205

582206

582207

Place
Built

Jcf fersonvillc
Indiana

Jef fersonville
Indiana

Jcf fersonvillc
Indiana

Jef fersonville
Indiana

Jef fersonvillc
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonvillc
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage:
Gross/Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/106:

1062/1061

1062/106

1062/106

1062/106

1062/106
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SCHEDULE Z (1)

(Vessels Delivered Within One Year of August 30, 1977)

Approximate
Official Place Year Tonnage:

Type Name Mo. Built Built Gross/Net

Barge, Covered Hopper ACBL 3049 582208 Jef fersonville 1977 1062/1062
Indiana

fit**- MM SXS-W fcrsoM /*7t



Page 1 of 2

SCHEDULE Z (2)

(Vessels to be Delivered After August 30, 1977)

Approximate

Type

Towboa t

Barge,

Barge ,

Barge,

Barge,

Barge,

Barge ,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge,

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Name

Joe Bobzien

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

3050

3051

3052

3053

3054

3055

3056

3057

3058

3059

3060

3061

3062

3063

3064

Official
No.

582209

582210

582211

582212

582213

582214

582215

582216

582217

582218

582219

582220

582221

582222

582223

, Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

0
1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Tonnage :
Gross /Net

1155/785

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana
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SCHEDULE Z (2)

(Vessels to be Delivered After August 30, 1977)

Type Name

Barge, Covered Hopper ACBL 3065

Barge, Covered Hopper ACBL 3066

Barge, Covered Hopper ACBL 3067

Barge, Covered Hopper ACBL 3068

Barge, Covered Hopper ACBL 3069

Barge, Covered Hopper ACBL 3070

Barge, Covered Hopper ACBL 3071

Barge, Covered Hopper ACBL 3072

Barge, Covered Hopper ACBL 3073

Barge, Covered Hopper ACBL 3074

Bargo, Covered Hopper ACBL 3075

Barge, Covered Hopper ACBL 3076

Barge, Covered Hopper ACBL 3077

Barge, Covered Hopper ACBL 3078

Barge, Covered Hopper ACBL 3079

Approximate
Official

No.

582224

582225

582226

582227

582228

582229

582230

582231

582232

582233

582234

582235

582236

582237

582238

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffetsonvil Le
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

JeffersonvLlle
Indiana

Jeffersonville
Indiana

Jcfferfionvillc
Indiana

Jetfcrsonvillc
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Tonnage :
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana
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EXHIBIT 1

General Provisions Incorporated Into the

Security Agreement by Reference

ARTICLE I

DEFINITION'S; OFFICER'S
CERTIFICATES AND OPINIONS OF COUNSEL

Section 1.01. Definitions. For all purposes of this
Security Agreement, the terms used herein shall have the meanings
specified in the Special Provisions hereof.

Section 1.02. Officer's Certificates and Opinions of Counsel
(a) Each Officer's Certificate or Opinion of Counsel with respect
to compliance with a covenant or condition provided for in this
Security Agreement (or waiver thereof) shall include:

(1) A statement that the Person making such
certificate or rendering such opinion has read such cove-
nant or condition;

(2) A brief statement as to the nature and
scope of the examination or investigation upon which the
statements or opinions contained in such certificate or
opinion are based;

(3) A statement that, in the opinion of such
Person, he has made or caused to be made such examination
or investigation as is necessary to enable him to express
an informed opinion as to whether or not such covenant
or condition has been complied with (or compliance there-
with has been waived); and

(4) A statement as to whether or not, in the
opinion of such Person, such condition or covenant has
been complied with (or such compliance has been waived).

(b) An Opinion of Counsel may be based (insofar as
it relates to factual matters, or to information which is
in the possession of any Person) upon a certificate or opinion
of or representations in writing signed by an officer or officers
of such Person or by such Person and (insofar as it relates to
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matters required or permitted under this Security Agreement
to be covered by a certificate or opinion of or representations
by an appraiser, accountant, enyinecr or other expert) upon
the certificate or opinion of or representations by such Person
so acting, and may be based upon an Opinion of Counsel signed
by another counsel.

An Opinion of Counbel may state that said opinion is
subject to the execution and delivery of designated instruments
if copies of such instruments in form approved by such counsel
are delivered to the Secretary prior to or concurrently with
the delivery of said opinion.

(c) A certificate or opinion of A Person other than
counsel may be based, insofar as it relates to legal matters,
upon an Opinion of Counsel, unless the Person signing such cer-
tificate or opinion knows that such Opinion of Counsel is er-
roneous or, in the exercise of reasonable care, should have
known that the same was erroneous.

. (d) If the Security Agreement, the Depository Agree-
ment (if any), the Title XI Reserve Fund and Financial Agree-
ment, or the Mortgage requires or permits the execution of any
document by officers, appraisers, accountants, engineers, ex-
perts, counsel or other Persons, such document may be executed
in counterparts by different officers, appraisers, accountants,
engineers, experts, counsel or other Persons, all of which shall
form one instrument.

(e) If the signer of any document is required to
be approved by the Secretary, the acceptance of such document
by the Secretary shall be sufficient and conclusive evidence
of such approval.

(f) If the delivery of any document is a condition
precedent to any action required by this Security Agreement,
the Mortgage, the Title XI Reserve Fund and Financial Agree-
ment or the Depository Agreement (if any), such document may
be withdrawn, revoked, rescinded, modified or amended at any
time prior to such action, and, in the event of any such with-
drawal, revocation or rescission,, such document shall be dis-
regarded for all purposes of this Security Agreement, the
Mortgage, the Title XI Reserve Fund and Financial Agreement
or the Depository Agreement (if any).

ARTICLE II

REPRESENTATIONS AND AGREEMENTS OF THE SHIPOWNER
•

The Shipowner hereby represents and agrees, so long as this
Security Agreement shall not have been discharged, as follows:
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Section 2.01. Organization/ Existence and Taxes of Ship-
owner . The Shipowner is duly organized, validly existing and in
good standing under the laws of the jurisdiction designated in
the initial paragraph of the Special Provisions hereof and, ex-
cept as provided in Article IX, shall maintain such corporate
existence and the Shipowner has paid or caused to be paid all
taxes assessed against it, unless the same are being contested
in good faith or an authorized extension of time has been granted.

Section 2.02. United States Citizenship of Shipowner. (a)
The Shipowner is a citizen of the United States within the meaning
of Section 2 of the Shipping Act, 1916, as amended, and shall
remain such a citizen for operation in the trades in which the
Shipowner proposes to operate the Vessel, or in the event the
Shipowner shall cease to be such a citizen, the Shipowner shall
notify the Secretary thereof as soon as it obtained knowledge
of such fact.

(b) Within 30 days after the date of each annual meet-
ing of its stockholders, or of any written consent in lieu thereof,
the Shipowner shall submit to the Secretary supplemental proof
to establish that it remains a citizen of the United States within
the meaning of the foregoing paragraph (a).

Section 2.03. Authorization of Security Agreement,
Obligations and Related Agreements. The execution and
delivery of this Security Agreement, the Depository Agreement
(if any), the Indenture, the Secretary's Note, the Title XI
Reserve Fund and Financial Agreement and the Obligations
have been duly authorized by the Shipowner and are not in
contravention of any indenture, agreement or undertaking to
which the Shipowner is a party or by which it is bound.

Section 2.04. (a) Title to and Possession of the Vessel.
On the date of this Security Agreement the Shipowner lawfully
owns the Vessel free from any lien whatsoever (subject to (i)
the equity of the Shipbuilder under the Construction Contract,
(ii) liens which the Shipbuilder is obligated to discharge under
the Construction Contract, (iii) any rights of the Board under
the Construction Contract, the Title V Contract and the CDS Con-
tract, (iv) any pledge or assignment, subordinated to the interest
of the Secretary hereunder, permitted under the Special Provisions
hereof, and (v) the rights of the Secretary hereunder) and shall
(subject to any rights of the Board under the Construction Contract,
the CDS Contract, the Title V Contract or any other agreement or
agreements hereafter entered into by and between the Board and
the Shipowner in connection with the reconstruction or recondition-
ing of the Vessel), for the Secretary's benefit/ warrant and
defend the title to, and possession of, the Vessel and every part
thereof against the claims and demands of all Persons whomsoever;
provided that (except during such period that the Vessel shall
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have been levied upon and taken into custody or detained in any
proceeding in any court or tribunal or by any government or other
authority [except in connection with takings or requisitions of
the title or use of the Vessel by any government or governmental
body] and not released)—

(1) The foregoing shall not apply:

(A) to liens for Crew's Wages and salvage
(including contract salvage) which shall not have been
due and payable (i) if prior to the Delivery Date of the
Vessel, for 55 days, or (ii) if after the Delivery Date
of the Vessel, for 10 days after termination of a voyage,
or which, in either event, shall then be contested by the
Shipowner in good faith;

(B) to liens for Crew's Wages, salvage
(including contract salvage) and general average which
arc either unclaimed or covered by insurance;

(C) to liens incident to current operations
(except for Crew's Wages, salvage and general average),
liens for the wages of a stevedore when employed directly
by the Shipowner, or the operator, master or agent of
the Vessel or to liens covered by insurance and any de-
ductible applicable thereto;

(D) to liens for repairs or with respect to
any changes made in the Vessel pursuant to paragraph
(g) of this Section;

(E) to liens which shall (i) on the
Delivery Date, (if the date of execution and de-
livery of this Security Agreement is on or prior
to the Delivery Date) have arisen incident to
pre-delivery testing or in the ordinary course of
business in furnishing, supplying and preparing
the Vessel for operation or (ii) on the date of
the execution and delivery of this Security Agree-
ment,' (if the Delivery Date is prior to the date
hereof) have arisen in the ordinary course of
operation of the Vessel and which shall, to the
extent known to the Shipowner, be in an aggregate
amount of not more than the amount specified in
the Special Provisions hereof for the Vessel
(exclusive of liens covered by insurance and any
deductible applicable thereto and liens which the
Shipbuilder is obligated to discharge under the
Construction Contract);

(F) in the event the use or title of the
Vessel is taken or requisitioned by any government or
governmental body;
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(G) in the event of an actual or construc-
tive total loss or an agreed or compromised total loss
of the Vessel; or

(H) to mortgages to the extent permitted
by paragraph (c) of this Section;

provided that the liens stated to be permitted by the fore-
going subparagraphs (A) through (D) shall, unless they
constitute a lien for damages arising out of tort, for
wages of a stevedore when employed directly by the Ship-
owner or the operator, master, or agent of the Vessel, for
Crew's Wages, for general average, or for salvage (includ-
ing contract salvage), be permitted only to the extent they
are liens subordinate to the lien of the Security; and

(2) The foregoing, insofar as it relates to the
possession of the Vessel, shall not apply to sales, trans-
fers and charters permitted by paragraph {c) of this Section.

(b) Compliance with the Provisions of the Title V
Contract. The Shipowner shall comply with, and duly perform all
of the obligations required of it under, the Title V Contract.

{c) Sale, Mortgage, Transfer or Charter of the Vessel.
The Shipowner shall not, without the prior written consent of the
Secretary, sell, mortgage, demise charter or transfer the Vessel,
or charter the Vessel to an Affiliate under any form of charter,
except the foregoing shall not apply to (i) takings or
requisitions of the title or use of the Vessel by any
government or governmental body, (ii) mergers or consoli-
dations permitted by Article IX, or (in) demise charters
approved by the Secretary in writing.

(d) Taxes and Governmental Charges. The Shipowner
shall pay and discharge, or cause to be paid and discharged,
on or before the same shall become delinquent, all taxes, assess-
ments, government charges, fines and penalties lawfully imposed
upon the Vessel, unless the same are being contested in good faith.

(e) Liens. (1) As a condition precedent to each payment
by the Shipowner under the Construction Contract, the Shipowner
shall require evidence from the Shipbuilder showing that there
are no liens or rights in rem against the Vessel prohibited by
the Construction Contract. After the Delivery Date of the Vessel,
the Shipowner shall forthwith satisfy, or cause to be satisfied,
within 30 days of its knowledge thereof, any lien or encumbrance
which shall be filed against the Vessel unless the same is being
contested in good faith; and

(2) Neither the Shipowner, any charterer, the
master of the Vessel, nor any other Person has or shall have
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any right, power or authority, without the prior written consent
of the Secretary, to create, incur or permit to be placed or
imposed on the Vessel any lien whatsoever, other than (A) the
Mortgage and (B) liens permitted upon and after the Delivery Date
of the Vessel by paragraph (a) of this Section. The Secretary
hereby consents to other liens incident to current operations,
but only to the extent that they are subordinate to the Mortgage.

(f) Documentation of the Vessel. Upon the Delivery
Date, the Vessel shall be, and thereafter shall remain, docu-
mented under the laws of the United States.

(g) Compliance with Applicable Laws, etc. The
Vessel (1) is designed to meet, and on the Delivery Date and
at all times thereafter shall meet (unless otherwise required
by any military authority of the United States and except
during such period as (A) the use or title of the Vessel has
been taken or requisitioned by any government or governmental
body as contemplated by paragraph (c) of this Section, (B)
there has been an actual or constructive total loss or an
agreed or compromised total loss of the Vessel, or (C) there
has been any other loss with respect to the Vessel and the
Shipowner shall not have had a reasonable time to repair the
same), all requirements of applicable laws, treaties and
conventions, and of applicable rules and regulations thereunder,
and the Shipowner shall not consent to any change in the
Construction Contract which releases the Shipbuilder from
its obligation to comply with such requirements, except to
the extent that, with the prior written consent of the
Secretary, such requirements shall then be contested in good
faith by the Shipowner, and (2) shall have on board, as and
when required thereby, valid certificates showing compliance
therewith.

(h) Operation of the Vessel. The Shipowner shall
not (unless otherwise required by any military authority of
the United States and except during such period as the use
or title of the Vessel has been taken or requisitioned by any
government or governmental body as contemplated by paragraph
(c) of this Section) (1) cause or permit the Vessel to be
operated in any manner contrary to law or contrary to any
lawful rules or regulations of the Maritime Administration,
(2) remove or attempt to remove the Vessel beyond the limits
of the United States (except with the prior written consent
of the Secretary) save on voyages with the intention of
returning to the United States, or (3) unless there has been
an actual or constructive total loss or an agreed or compromised
total loss of the Vessel, abandon the Vessel in any foreign
port.

(i) Condition and Maintenance of the Vessel. The Vessel
meets .all requirements to entitle her to the highest classification
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and rating for vessels of the same age and type in the American
Bureau of Shipping.

The Shipowner shall at all times (unless otherwise
required by any military authority of the United States and
except during such period as (1) the use or title of the
Vessel has been taken or requisitioned by any government or
governmental body as contemplated by paragraph (c) of this
Section, (2) there has been an actual or constructive total
loss or an agreed or compromised total loss of the Vessel,
or (3) there has been any other loss with respect to the
Vessel and the Shipowner shall not have had a reasonable
time to repair the same) after the Delivery Date, (A) at its
own cost and expense, maintain and preserve the Vessel, so
far as may be practicable, in at least as good order and
condition, ordinary wear and tear excepted, as at the Delivery
Date, and (B) except with the express permission of the
Secretary of Commerce during any idle or inactive period,
keep the Vessel in such condition as will entitle her to
retain the highest classification and rating for vessels of
the same age and type in the American Bureau of Shipping (or
other classification society of like standing if the requirements
of the American Bureau of Shipping shall not be applicable).

The Shipowner shall, on the Delivery Date, furnish to
the Secretary an Interim Classification Certificate issued by
the American Bureau of Shipping (or other classification society
of like standing if the requirements of the American Bureau of
Shipping shall not be applicable) and promptly after the Delivery
Date, furnish to the Secretary a Certificate of Classification
issued by the American Bureau of Shipping (or such other classi-
fication society). During each calendar year after the year
in which the Delivery Date occurs (unless any military authority
of the United States requires that the above-mentioned classifi-
cation and rating not be retained and except during periods as
aforesaid) the Shipowner shall (1) furnish to the Secretary a Cer-
tificate of Confirmation of Class issued by the American Bureau
of Shipping (or such other classification society) showing that
the above-mentioned classification and rating have been retained
and (2) furnish to the Secretary copies of all American Bureau
of Shipping reports on annual, other periodical and damage surveys

(j) Material Changes in the Vessel. The Shipowner
shall not make, or permit to be made, any material change in the
structure, type or speed of the Vessel or in her rig, unless it
shall have received the Secretary's prior written consent thereto.

Section 2.05. Maintenance of Construction Contract. The
Construction Contract (insofar as it relates to the Vessel) shall
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be maintained in full force and effect insofar as it relates
to the due performance by the Shipowner of all its obligations
thereunder and the Shipowner shall not, without the prior con-
sent of the Secretary, amend, modify or terminate the Construc-
tion Contract or consent to any change in the Construction Con-
tract which releases the Shipbuilder from its obligations to comply
with all applicable laws, treaties, conventions, rules and regula-
tionSi except to the extent that, with the prior written consent
of the Secretary, such requirements are being contested in good
faith by the Shipowner.

Section 2.06. Execution and Delivery of the Mortgage. Con-
currently with the Delivery Date of the Vessel, the Shipowner
shall (i) execute and deliver to the Secretary the Mortgage in
the form required by the Granting Clause of the Special Provisions
hereof, (ii) record or cause to be recorded the Mortgage in the
office of the United States Coast Guard, or its successor, at
the home port of the Vessel and endorse the same upon the Vessel's
document (or shall make due provision for said endorsement) and
(in) deliver to the Secretary an opinion of its counsel in sub-
stantially the form annexed hereto as Exhibit B to the form of the
Mortgage (except that said form of opinion may be appropriately
revised in the event the Mortgage shall not at such time have
been endorsed on the document of the Vessel but the Shipowner
shall have made due provision therefor).

Section 2.07. Insurance. (a) Prior to the Delivery Date
of the Vessel, the Shipowner shall, without cost to the Secretary
or, with respect to war risk builder's risk insurance mentioned
below, without cost to the Shipbuilder, cause the Vessel to be
insured as provided in the Construction Contract and as contem-
plated by any consent of the Shipbuilder; provided that, the
insurance required by this paragraph (a) shall be approved by
the Secretary.

(b) Upon the Delivery Date of the Vessel and at all
times thereafter, the Shipowner shall, without cost to the Secre-
tary, keep the Vessel insured as indicated below and with such
additional insurance as may be specified by the Secretary in an
amount in dollars (in any coin or currency of the- United States
which at the time of the policy in question is legal tender for
public and private debts) equal to 110% of the unpaid principal
amount of the Outstanding Obligations, or such greater sum, up
to and including the full commercial value of the Vessel as may
be required by the Secretary by, except in the case of the in-
surance required on the Delivery Date, at least 30 days1 written
notice (15 days' written notice in the case of war risk insurance,
if any) to the Shipowner prior to the end of any policy period:
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(1) Marine and war risk hull insurance under
the latest {at the time of issue of the policies in ques-
tion) forms of American Institute of Marine Underwriters'
policies approved by the Secretary and/or policies issued
by or for the Maritime Administration (or under such other
forms of policies as the Secretary may approve in writing)
insuring the Vessel against the usual risks covered by such
forms {including, at the option of the Shipowner, such
amounts of increased value and other forms of "total loss
only" insurance as are permitted by said hull insurance
policies); and

(2) While the Vessel is laid up, at the option
of the Shipowner and in lieu of the above-mentioned marine
and war risk hull or marine and war risk hull and increased
value insurance, port risk insurance under the latest (at
the time of issue of the policies in question) forms of
American Institute of Marine Underwriters' policies approved
by the Secretary and/or policies issued by or for the Mari-
time Administration (or under such other forms of policies
as the Secretary may approve in writing) insuring the Vessel
against the usual risks covered by such forms;

provided that, war risk insurance under subparagraphs (1) and
(2) shall not be required hereunder unless and to the extent
and for the period required by the Secretary by written notice
to the Shipowner.

Irrespective of the foregoing, the Shipowner, with the
prior written consent of the Secretary, shall have the right to
self-insure up to the amount specified in the Special Provisions
hereof for any loss resulting from any one accident or occurrence
(other than an actual or constructive total loss of the Vessel).

(c) All policies of insurance under this Section shall
provide, so long as this Security Agreement has not been discharged,
that payment of all losses shall be made payable to the Secretary
for distribution by him to himself, the Shipowner and (in the
case of the insurance required by paragraph (a) of this Section)
the Shipbuilder, except that (i) as provided in paragraph (e)
of this Section and (ii) under the policies required by paragraph
(b) of this Section, payment of all losses up to the amount speci-
fied in the Special Provisions hereof by all insurance underwriters
with respect to any one accident, occurrence or event may be made
directly to the Shipowner.

Any such insurance recoveries to which the Secretary
shall be so entitled shall be applied as follows:
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(1) In the event that insurance becomes payable
under said policies on account of an accident, occurrence or
event not resulting in an actual or constructive total loss
or an agreed or compromised total loss of the Vessel, the
Secretary shall (A) if there is no existing Default and if
none of the events described in Section 2.09 has occurred,
in accordance with a Request of the Shipowner, pay, or con-
sent that the underwriters pay, direct for repairs, lia-
bilities, salvage claims or other charges and expenses (in-
cluding sue and labor charges due or paid by the Shipowner)
covered by the policies, or (to the extent that, as stated
in an Officer's Certificate delivered to the Secretary, ac-
companied by written confirmation by the underwriter or
a surveyor or adjuster, the damage shall have been repaired
and the cost thereof paid or such liabilities, salvage claims
or other charges and expenses discharged or paid) reimburse,
or consent that the underwriters reimburse, the Shipowner
therefor and (after all known damage with respect to the
particular loss shall have been repaired, except to the ex-
tent the Shipowner, with the written consent of the Secretary,
deems the said repair inadvisable, and all known costs, lia-
bilities, salvage claims, charges and expenses, covered by
the policies, 'with respect to such loss shall have been
discharged or paid, as stated in an Officer's Certificate
delivered to the Secretary, accompanied by written confirma-
tion by the underwriter or a surveyor or adjuster) pay, or
consent that the underwriters pay, any balance to the Ship-
owner, or (B) if there is an existing Security Default, in
accordance with a Request of Shipowner, pay, or consent
that the underwriters pay, direct for the Shipowner's pro-
portion of such repairs, liabilities, salvage claims or other
charges and expenses (including sue and labor charges due
or paid by -the Shipowner) covered by the policies and hold
any balance until the same may be paid or applied under clause
(A), (C) or (D) of this subparagraph (1), whichever is applic-
able, or (C) if the Guarantees shall have terminated pursuant
to Section 3.05(3) and none of the events described in Section
2.09 has occurred, apply the insurance as provided in Section
6.05, or (D) if the Guarantees shall have terminated pursuant
to Section 3.05(2) or (4), pay the insurance to the Shipowner;

(2) In the event o£ an accident, occurrence or
event resulting in an actual or constructive total loss of
the Vessel prior to the Delivery Date, the Shipowner shall
forthwith deposit with the Secretary any insurance moneys
which the Shipowner receives on account thereof under policies
of insurance required by paragraph (a) of this Section, and
any such insurance moneys shall be held by the Secretary
for 10 days (or such lesser or further time as the Shipowner
and the Secretary may agree upon). Upon the expiration of
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said period of time, (A) if there is no existing Default
and if the Shipowner, the Shipbuilder and the Secretary shall
have elected not to construct the Vessel under the Construc-
tion Contract, then said insurance moneys shall be applied,
to the extent necessary and required pursuant to Section
2.09, or (B) if there is no existing Default and if the
Shipowner, the Shipbuilder and the Secretary shall not have
made the election contemplated by the foregoing clause (A)
of this subparagraph (2), then said insurance moneys (to-
gether with the funds of the Shipowner to the extent, if
any, required by the Secretary for deposit on account of
interest under clause (ii) below) shall be deposited in the
Escrow Fund, in such amount and to the extent available,
so that the moneys in the Escrow Fund after such deposit
shall be equal to (i) the principal amount of the Obliga-
tions Outstanding relating to the Vessel at the time of such
deposit and (ii) such interest on said deposit, if any,
as may be required by the Secretary (said moneys to be sub-
ject to withdrawal in the same manner as moneys originally
deposited in said Escrow Fund); and the balance, if any,
of such insurance moneys held by the Secretary shall be
paid to the Shipowner; and

(3) In the event of an accident, occurrence or
event resulting in an actual or constructive total loss
or an agreed or compromised total loss of the Vessel whether
prior to or after the Delivery Date and the insurance moneys
have not been applied as provided in subparagraph (2) of
this paragraph (c), the Shipowner shall forthwith deposit
with the Secretary any insurance moneys which the Shipowner
receives on account thereof under policies of insurance re-
quired by this Section, and any such insurance moneys re-
ceived by the Secretary, whether from the Shipowner or other-
wise, or held by the Secretary pursuant to subparagraph (2)
above, shall (A) if there is no existing Default, be applied,
to the extent necessary, pursuant to Section 2.09, or (B)
if there is an existing Security Default, be held until the
same may be applied under clause (A), (C) or (D) of this
subparagraph (3), whichever is applicable, or (C) if the
Guarantees shall have terminated pursuant to Section 3.05(3),
be applied as provided in Section 6.05; provided that, ir-
respective of the foregoing, the Shipowner shall not be re-
quired to so deposit with the Secretary insurance moneys
in an amount which, together with funds otherwise available
for the redemption of Obligations, is in excess of that
required for the redemption of the Outstanding Obligations
pursuant to Section 3.05 of Exhibit 1 to the Indenture and
for the payment to the Secretary of all other sums that
may be secured by this Security Agreement and the Mortgage,
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or (D) if the Guarantees shall have terminated pursuant to
Section 3.05(2) or (4), be paid to the Shipowner.

(d) In the event of an accident, occurrence or event
resulting in a constructive total loss of the Vessel, the Secre-
tary shall have the right (with the prior written consent of
the Shipowner, unless there is an existing Default, and at any
time prior to the Delivery Date of the Vessel also with the
prior written consent of the Shipbuilder) to claim for a con-
structive total loss of the Vessel, and, if both (1) such claim
is accepted by all underwriters under all policies then in force
as to the Vessel under which payment is due for total loss and
(2) payment in full is made in cash under such policies, then
the Secretary shall have the right to abandon the Vessel to the
underwriters under such policies, free from the lien of this Se-
curity Agreement and the Mortgage.

(e) Commencing on the Delivery Date of the Vessel,
the Shipowner shall, without cost to the Secretary, keep the
Vessel insured against marine and war protection and indemnity
risks and liabilities by policies of insurance approved by the
Secretary as to form and amount; provided that, (1) the Ship-
owner shall, as soon as possible after the Delivery Date, pre-
sent any such policy to the Secretary (who shall promptly approve
or disapprove the same), (2) any approval of a policy under this
paragraph (e) shall be effective until the end of the policy period
or until 60 days after the Secretary shall notify the Shipowner
of a desired change in the form and/or amount thereof, whichever
shall first occur, and (3) war protection and indemnity insurance
shall be required unless written notice stating such insurance
is not required is given by the Secretary to the Shipowner.

Such policies may provide that (1) if the Shipowner
shall not have incurred the loss, damage, or expense in question,
any loss under such insurance may be paid directly to the Person
to whom any liability covered by such policies has been incurred
(whether or not a Default then exists), and (2) if the Shipowner
shall have incurred the loss, damage or expense in question, any
such loss shall be paid to the Shipowner in reimbursement if there
is no existing Default of which the underwriter has written notice
from the Shipowner or the Secretary, or, if there is such an exist-
ing Default, to the Secretary to be held and applied as follows:
(A) applied as provided in Section 6.05 in the event the Guarantees
shall have terminated pursuant to Section 3.05(3), or (B) to
the extent not theretofore applied pursuant to Section 6.05,
paid forthwith to the Shipowner upon its Request in the event
there is no existing Default or the Guarantees shall have termi-
nated pursuant to Section 3.05(2) or (4) at the date of the de-
livery of such Request; provided that, irrespective of the fore-
going, with the prior written consent of the Secretary, the
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Shipowner shall have the right to self-insure in an amount up
to the limit specified in the Special Provisions hereof with
respect to each accident, occurrence or event, except that, with
respect to cargo or property carried, the Shipowner, with the
prior written consent of the Secretary, shall have the nqht to
self-insure in an amount up to the limit specified in the Special
Provisions hereof with respect to each cargo or property carried.

(f) All insurance required under this Section shall
be placed and kept with the United States government or with
American and/or British (and/or other foreign, if permitted by
the Secretary in writing by notice furnished to the Shipowner)
insurance companies, underwriters1 associations or underwriting
funds approved by the Secretary of Commerce. All insurance
required under this Section shall be arranged through
marine insurance brokers as may be selected by the Shipowner
and/or the Charterer and approved by the Secretary.

(g) The Secretary shall not have the right to enter
into an agreement or compromise providing for an agreed or com-
promised total loss of the Vessel without the prior written con-
sent of (i) the Shipbuilder (prior to the Delivery Date of the
Vessel) and (ii) (unless there is an existing Default) the Ship-
owner. If (1) the Shipowner shall have given prior consent thereto
or (2) there is an existing Default, the Secretary shall have
the right in his discretion, and with the prior written consent
of the Shipbuilder prior to the Delivery Date of the Vessel, to
enter into an agreement or compromise providing for an agreed
or compromised total loss of the Vessel; provided that, if the
aggregate amount payable to the Shipowner and/or the Secretary
under such agreement or compromise, together with funds held
by the Secretary and available for the redemption of Obligations,
is not sufficient to redeem or pay the Outstanding Obligations
pursuant to Section 2.09, the Secretary shall not enter into
such agreement or compromise without the prior written consent
of the Shipowner.

(h) During the continuance of (1) a taking or requisi-
tion of the use of the Vessel by any government or governmental
body, or (2) a charter, with the prior written consent of the
Secretary, of the use of the Vessel by the United States
Government or by any governmental body of the United States,
or by any other government or governmental body, the provi-
sions of this Section shall be deemed to have been complied
with in all respects if such government or governmental body
shall have agreed to reimburse, in a manner approved by the
Secretary in writing, the Shipowner for loss or damage
covered by the insurance required hereunder or resulting
from the risks indicated in paragraphs (a), (b) and (e) of
this Section or if the Shipowner shall be entitled to just
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compensation therefor. In addition, the provisions of this
Section shall be deemed to have been complied with in all
respects during any period after (A) title to the Vessel
shall have been taken or requisitioned by any government or
governmental body or (B) there shall have been an actual or
constructive total loss or an agreed or compromised total
loss of the Vessel. In the event of any taking, requisition,
charter or loss contemplated by this paragraph, the Shipowner
shall promptly furnish to the Secretary an Officer's Certificate
stating that such taking, requisition, charter or 5oss has
occurred and, if there shall have been a taking, requisition
or charter of the use of the Vessel, that the government or
governmental body in question has agreed to reimburse the
Shipowner, in a manner approved by the Secretary, for loss or
damage resultinq from the risks indicated in the above-
mentioned paragraphs (a), (b) and (e) of this Section or
that the Shipowner is entitled to }ust compensation therefor.

(i) All insurance required (A) under paragraph (a) of
this Section shall be taken out in the names of the Shipowner,
the United States and the Shipbuilder as assureds, and (B) under
paragraphs (b) and (e) of this Section shall be taken out in the
names of the Shipowner and the United States as assureds. All
policies for such insurance so taken out shall, unless otherwise
consented to by the Secretary, provide that (1) there shall be
no recourse against the United States for the payment of premiums
or commissions, (2) if such policies provide for the payment of
club calls, assessments or advances, there shall be no recourse
against the United States for the payment thereof, (3) at least
10 days1 prior written notice of any cancellation for the non-
payment of premiums/ commissions, club calls, assessments or
advances shall be given to the Secretary by the insurance under-
writers, and (4') the whole or any part of the right, title or
interest of the Shipowner in the Vessel may be assigned to the
Secretary without involving the so-called Change-of-Ownership
clause in the policies.

(j) The Shipowner shall not, without the prior written
consent of the Secretary, (1) do any act, nor voluntarily suffer
nor permit any act to be done, whereby any insurance required
by this Section shall or may be suspended, impaired or defeated
or (2) suffer or permit the Vessel to engage in any voyage or
to carry any cargo not permitted under the policies of insurance
then in effect without first covering the Vessel with insurance
satisfactory in all respects for such voyage or the carriage of
such cargo; provided that, this paragraph shall be subject to
the requirements of any military authority of the United States
and shall not apply in the case of the Vessel if and so long as
the title or use of the Vessel shall have been taken, requisi-
tioned or chartered by any government or governmental body as
contemplated by Section 2.09.
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(k) In the event that any claim or lien is assorted
against the Vessel for loss, damage or expense which is covered
by insurance hereunder and it is necessary for the Shipowner to
obtain a bond or supply other security to prevent arrest of the
Vessel or to release the Vessel from arrest on account of said
claim or lien, the Secretary, on Request of the Shipowner, may,
at the sole option of the Secretary, assign, to any Person exe-
cuting a surety or guaranty bond or other agreement to save or
release the Vessel from such arrest, all right, title and interest
of the Secretary in and to said insurance covering such loss,
damage or expense as collateral security to indemnify against
liability under said bond or other agreement.

(1) Except as the Secretary shall otherwise direct
by notice- in writing to the Shipowner, the Shipowner shall de-
liver to the: Secretary the original policies evidencing insurance
maintained under this Section; provided that, if any such original
policy shall have been delivered previously to the Secretary or
to a mortgagee by the Shipowner under another ship mortgage of
the Shipowner, the Shipowner shall deliver a duplicate or pro
forma copy of such policy to the Secretary. The Secretary or
any agent thereof (who may also be an agent of the issuer) shall
at all times hold the policies delivered as aforesaid; provided
that, if one or more of said policies are held by an agent of
the Secretary, the Shipowner shall, upon request of the Secretary,
deliver a duplicate or pro forma copy thereof to the Secretary,
and ££oyided further that, if the Shipowner shall deliver to
the Secretary a Request (1) stating that delivery of any such
policy to the insurer is necessary in connection with the collec-
tion, enforcement or settlement of any claim thereunder (includ-
ing claims for return premiums and any other amounts payable by
the insurer) and (2) setting forth the name and address of the
Person to whom such policy is to be delivered or mailed for such
purpose, and if the Secretary approves such Request, the Secre-
tary shall, at the expense of the Shipowner, deliver or mail
(by registered or certified mail, postage prepaid) such policy
in accordance with such Request, accompanied by a written direc-
tion to the recipient to redeliver such policy directly to the
Secretary or an agent thereof when it has served the purpose for
which so delivered. The Shipowner agrees that, in case it shall
at any time so cause the delivery or mailing of any policy to
any Person as aforesaid, the Shipowner will cause such policy
to be promptly redelivered to the Secretary or an agent thereof
as aforesaid. The Secretary shall have no duty to see to the
redelivery of such policy, but shall have the duty to request
the redelivery thereof at intervals of 60 days thereafter.

(m) Nothing in this Section shall limit the insurance
.coverage .which .the United States may require pursuant to any con-
tract or agreement to which the United States and the Shipowner
are parties.
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The requirements of this Section 2.07 are expressly
subject to the Special Provisions of this Security Agreement.
To the extent that any insurance otherwise required, permitted
or approved under this Section is inconsistent or in conflict
with any insurance required, permitted or approved by the Board
under the Title V Contract or under any agreements hereafter
entered into by and between the Board and the Shipowner in con-
nection with the reconstruction or reconditioning of the Vessel,
such insurance shall be as so required, permitted or approved
by the Board.

Section 2.08. Inspection of the Vessel; Examination of
Shipowner's Records. The Shipowner will (Tjafford the Secre-
tary, upon reasonable notice, access to the Vessel, its cargoes
and papers for the purpose of inspecting the same and (ii) at
reasonable times permit the Secretary, upon request, to make
reasonable, material and pertinent examination and audit of books,
records and accounts maintained by the Shipowner, and to take
information therefrom and make transcripts or copies thereof;
but, in each instance, only to the extent the Secretary may rea-
sonably deem necessary or appropriate in connection with the
performance of his duties and functions under the Act and in
connection with the agreements of the Shipowner hereunder.

Section 2.09. Requisition of Title, Termination of Construc-
tion Contract or Total Loss of the Vessel. In the event of (A)
requisition of title to the Vessel"] (B) termination of the Con-
struction Contract or the COS Contract pursuant to the provisions
thereof (unless, in the case of termination pursuant to said
provisions, the Shipowner and the Board shall elect to have the
Vessel completed), (C) termination of the Construction Contract
pursuant to a default by the Board, or (D) the circumstances re-
ferred to in Section 2.07(c)(3) if there shall have been an acci-
dent, occurrence or event resulting in an actual or constructive
total loss or an agreed or compromised total loss of the Vessel —

(1) The Shipowner shall promptly give written
notice thereof to the Secretary;

(2) The Shipowner shall (subject to the consent
or approval of the Secretary and/or the Maritime Administra-
tion if and to the extent they have jurisdiction) promptly
pay all amounts it receives by reason of such requisition,
termination or total loss to the Secretary; and

(3) After all amounts which are reasonably
expected to be received by the Secretary in connection
with any such requisition, seizure, forfeiture, termina-
tion or total loss (whether from the Shipowner pursuant
to the foregoing subparagraph (2), from a government
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or governmental body, or otherwise) shall have been
received by the Secretary (A) if there is no existing
Default, (i) the Secretary and the Shipowner shall
give notice to the Indenture Trustee of a redemption
of Obligations pursuant to Section 3.05 of Exhibit 1
to the Indenture, (11) such amount, if any, held by
the Secretary, shall be paid by the Secretary to the
Indenture Trustee not earlier than 10 days prior to,
nor later than the opening of business on, the Redemp-
tion Date required by Section 3.05 of Exhibit 1 to the
Indenture, and (iii) the balance, if any, shall be
applied by the Secretary first for the payment of all
other sums that may be secured hereby and second the
remainder shall be paid over to the Shipowner, or (B)
if there is an existing Default and the Guarantees
shall not have terminated pursuant to Section 3.05, be
held until the same may be applied or paid under clause
(A), (C) or (D) of this subparagraph (3), whichever is
applicable, or (C) if the Guarantees shall have termi-
nated pursuant to Section 3.05(3), be applied as
provided in Section 6.05, or (D) if the Guarantees
shall have terminated pursuant to Section 3.05(2) or
(4), be paid by the Secretary to the Shipowner;

provided that, irrespective of the foregoing, (i) the Shipowner
shall not be required to pay to the Secretary pursuant to the
foregoing subparagraph (2) an amount which, together with funds
held by the Secretary and the Indenture Trustee and available
for the redemption of Obligations, is in excess of that required
for the redemption of the Outstanding Obligations pursuant to
Section 3.-05 of Exhibit 1 to the Indenture, and for the payment
to the Secretary of all other sums that may be secured hereunder,
and (ii) if the Shipowner considers the amount tendered to the
Shipowner oh account of any such requisition or termination to
be unsatisfactory, the Shipowner shall have the right to contest
the same by judicial or other proceedings (irrespective of the
applicability of provisions of the same general character as
those contained in Section 902 of the Act).

Section 2.10. Annual Financial Statements and No Default
Certificate. (a) The accounts of the Shipowner shall be audited
annually in accordance with generally accepted auditing standards
by independent certified public accountants or independent licensed
public accountants, certified or licensed by a regulatory authority
of a state or other political subdivision of the United States, who
may be the regular auditors for the Shipowner, and the Shipowner
shall furnish to the Secretary, in duplicate, (i) within 120 days
after the end of each fiscal year of the Shipowner commencing
with the first fiscal year ending after the date of this Security

- 17 -



Agreementi a balance sheet of the Shipowner as of the close of
such fiscal year and a statement of income and surplus of the
Shipowner for such fiscal year, all in reasonable detail and
certified by such public accountants and in the form of M.A.
Form 172 or such other form approved by the Secretary, and
(ii) within 90 days after the expiration of each first semi-
annual period of each fiscal year commencing with the first
such semi-annual period ending after the date of this Security
Agreement, a balance sheet of the Shipowner as at the end of
such period and a statement of income and surplus of the Ship-
owner from the beginning of such period to the end of such
period, all in reasonable detail, in the form of M.A. Form 172
or such other form approved by the Secretary, unaudited but
certified as correct by an appropriate officer of the Ship-
owner on the basis of the accounting records of the Shipowner
and to the best of his knowledge and belief.

(b) Within 120 days after the end of each fiscal year
of the Shipowner, the Shipowner shall furnish to the Secretary
an Officer's Certificate dated as of the close of such fiscal
year stating whether or not, to the knowledge of the signers,
the Shipowner is in default in the performance of or compliance
with any covenant, agreement or condition contained herein and
in the Mortgage and, if so, specifying each such default of which
the signers may have knowledge and stating the nature thereof.

Section 2.11. Compliance with Ship Mortgage Act. The
Shipowner shall comply with and satisfy all of the provisions
of the Ship Mortgage Act, 1920, as amended, in order to es-
tablish, after the execution and delivery of the Mortgage, and
thereafter to maintain, the Mortgage as a preferred mortgage
thereunder upon the Vessel.

Section 2.12. Notice of Mortgage. A properly certified
copy of the Mortgage, any supplement to the Mortgage, and
any assignment of the Mortgage, shall be carried on board
the Vessel with the Vessel's documents and shall be ex-
hibited, on demand, to any Person having business with the
Vessel or to any representative of the Secretary.

A notice, reading as provided in the Special Provisions
hereof (or containing such other information as may be approved
by the Secretary), printed in plain type of such size that the
paragraph of reading matter shall cover a space not less than
six inches wide by nine inches high, and framed, shall (to-
gether with a notice of any assignment of the Mortgage) be
placed and kept prominently exhibited in the chart room and
in the master's cabin of the Vessel. The provisions of this
Section shall no.t .apply until a reasonable time after the
recordation of the Mortgage.
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Section 2.13. P.avm.el!*:- of Principal of and Interest on
the Obligations. The"Shipowner shall duly and punctually
pay the principal of and interest on the Outstanding Obli-
gations (and the corresponding Secretary's Note), when the
same shall become due and payable, whether by reason of
maturity, redemption or otherwise, in accordance with the
terms of the Obligations, the Secretary's Note and the In-
denture.

Section 2.14. Performance of Shipowner's Agreements by
the Secretary. If the Shipowner shall fail to perform any of
its agreements hereunder or under the Mortgage, the Secre-
tary may, in his discretion, at any time during the continuance
of a Default, do all acts and make all necessary expenditures
to remedy such failure. Notwithstanding the foregoing, the
Secretary shall not be obligated to (and shall not be liable
for his failure to) do such acts and make such expenditures.

All funds advanced and expenses and damages incurred by
the Secretary in connection with any such compliance, together
with interest at the highest rate borne by the Outstanding
Obligations (excluding interest on overdue principal), shall
constitute a debt due from the Shipowner to the Secretary and
shall be secured hereunder and under the Mortgage prior to
the Secretary's Note and shall be repaid by the Shipowner upon
demand.

Section 2.15. Uniform Commercial Code Filings; Further
Assurances. The Shipowner shall(T)furnish evidence satis-
factory to the Secretary that financing statements under the
Uniform Commercial Code shall have been filed against the Ship-
owner and the Shipbuilder in all offices in which it may be
necessary or advisable in the opinion of the Secretary to
perfect its security interest, and di) from time to time execute
and deliver such further instruments and take such action as
may reasonably be required more effectively to subject the
Security to the lien of this Security Agreement and the Mort-
gage as contemplated thereby.

ARTICLE III

THE SECRETARY'S GUARANTEES; GUARANTEE FEES;
AND THE SECRETARY'S NOTE

Section 3.01. Delivery of Obligations. Prior to the issuance
of the Obligations, the Secretary and the Indenture Trustee shall
enter into the Authorization Agreement, annexed as Exhibit 3 to
the-Indenture, pursuant to which the Secretary shall authorize
the Indenture Trustee to authenticate and deliver the Guarantees
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imprinted on the Obligations in accordance with such terms and
conditions as are prescribed in the Authorization Agreement.

Section 3.02. Title XI Guarantee Fee. (a) the Guarantee
Fee, (i) for annual periods beginning with the date hereof and
prior to the Delivery Date of the Vessel, shall be at a rate
of not less than 1/4 of 1% per annum and not more than 1/2 of
1% per annum of the excess of the average principal amount of the
Obligations Outstanding during the annual period covered by
said Guarantee Fee over the average amount (except interest)
on deposit in the Escrow Fund during said annual period (such
excess for any such annual period covered being herein called
the "Average Principal Amount of Obligations Outstanding"),
and (ii)for annual periods beginning with the Delivery Date of
the Vessel, shall be at a rate of not less than 1/2 of 1% per
annum and not more than 1% per annum of the Average Principal
Amount of Obligations Outstanding during the annual periods
covered by said Guarantee Fee.

(b) The Guarantee Fee shall be based on a ratio
of the Shipowner's net worth (the "Net Worth") to the Ship-
owner's long term debt (the "Long Term Debt1**), as hereinafter
stated, with such adjustment in Net Worth and Long Term Debt
as the Secretary, in his sole discretion, may determine to
be necessary to reflect the original principal amount of the
Obligations and any additional Net Worth which the Secretary,
in his discretion, may require. The Guarantee Fee shall be
subject to annual redetermination by the Secretary prior to the
annual period covered by said Guarantee Fee on the basis of the
ratio of Net Worth to Long Term Debt, as hereinafter stated,
and the Secretary,.in the event of any change in the rate of the
Guarantee Fee, shall promptly give written notice to the Ship-
owner specifying the Guarantee Fee for such annual period.
Net Worth and Long Term Debt shall be (i) based on information
contained in the Owner's Equity and Long Term Debt sections
respectively, in Schedule 200 of H.A. Form 172 (or similar in-
formation contained in such other form or statement required
by the Secretary to be filed by the Shipowner), required by the
Secretary to be filed by the Shipowner with the Secretary
next prior to the date on which the Guarantee Fee is to be paid
by the Shipowner (the "Latest Schedule"), or (ii) computed in
accordance with General Order 22 (Revised), as amended or
hereafter amended (46 CFR, Part 282) (or other order or directive
in lieu of said General Order 22, as determined by the Secretary),
in the event that the Latest Schedule (whether or not required)
has not been filed by the Shipowner with the Secretary;
provided, however, that, with the consent of the -Secretary,
there shall be included in Net Worth but excluded from Long Term
Debt any subordinated indebtedness representing loans to the Ship-
owner, evidence of which shall have been delivered to the Secretary



(c) The applicable annual Guarantee Fee for annual
periods beginning with the date hereof and prior to the Delivery
Date will be determined as follows:

(1) If the Net Worth is less than 15% of the
Long Term Debt, the Guarantee Fee shall be 1/2 of 1%
per annum of the Average Principal Amount of Obligations
Outstanding during the annual period covered by said
Guarantee Fee;

(2) If the Net Worth is less than the Long Term
Debt but equal to or greater than 15% of the Long Term
Debt, the Guarantee Fee shall be 3/8 of 1% per annum of
the Average Principal Amount of Obligations Outstanding
during the annual period covered by said Guarantee Fee;
or

(3) If the Net Worth shall equal or exceed the
Long Term Debt, the Guarantee Fee shall be 1/4 of 1% per
annum of the Average Principal Amount of Obligations Out-
standing during the annual period covered by said Guarantee
Fee.

(d) The applicable annual Guarantee Fee for annual
periods commencing on and after the Delivery Date will be deter-
mined as follows:

(1) If the Net Worth is less than 15% of the
Long Term Debt, the Guarantee Fee shall be 1% per annum of
the Average Principal Amount of Obligations Outstanding dur-
ing the annual period covered by said Guarantee Fee;

(2) If the Net Worth is less than 60% of the
Long Term Debt but equal to or greater than 15% of the Long
Term Debt, the Guarantee Fee shall be 3/4 of 1% per annum
of the Average Principal Amount of Obligations Outstanding
during the annual period covered by said Guarantee Fee;

(3) If the Net Worth is less than the Long Term
Debt but equal to or greater than 60% of the Long Term Debt,
the Guarantee Fee shall be 5/8 of 1% per annum of the Aver-
age Principal Amount of Obligations Outstanding during the
annual period covered by said Guarantee Fee; or

(4) If the Net Worth shall equal or exceed the
Long Term Debt, the Guarantee Fee shall be 1/2 of 1% per
annum of the Average Principal Amount of Obligations Out-
standing during the annual period covered by said Guarantee
-Fee.
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<e) The Guarantee Fee shall be calculated for each
annual period covered thereby and shall take into account (i)
the principal amount of the Obligations to be originally issued
during such annual period, (11) payments to be made at Maturity
and redemptions required to be made pursuant to the mandatory
sinking fund provisions (if any) of the Special Provisions of
the Indenture (without regard to any credit provided therein)
and (in) the average amount (except interest) calculated by
the Shipowner to be on deposit in the Escrow Fund during
such annual period.

(f) The annual Guarantee Fee shall be subject to
increase or decrease to the extent that (i) the principal
amount of the Obligations calculated to be paid at Maturity
or to be redeemed in accordance with the mandatory sinking
fund provisions (if any) of the Special Provisions of the
Indenture is not so paid or redeemed, (ii) the principal
amount of the Obligations originally issued differs from the
principal amount calculated to be issued originally, and
(lii) the average amount (except interest) on deposit in the
Escrow Fund differs from the average amount (except interest)
which was calculated to be on deposit in the Escrow Fund
during the annual period covered by the Guarantee Fee. The
annual Guarantee Fee shall be subject to decrease for redemp-
tions made pursuant to the optional redemptions provisions,
if any, of the Obligations and the optional sinking fund
provisions, if any, of the Special Provisions of the Indenture
and Sections 3.04 and 3.05 of Exhibit 1 to the Indenture,
for Obligations delivered to the Indenture Trustee pursuant
to Section 2.13~o'f Exhibit 1 to the Indenture, and in the
event of termination of the applicable Guarantees pursuant
to Section 3.05. Any such increases and decreases provided
for by this paragraph (f) shall be adjusted as provided in
paragraph (i) of this Section 3.02.

(g) The payment of the initial Guarantee Fee which
covers a 12-month period commencing with the date hereof is being
made to the Secretary by the Shipowner concurrently with the
execution and delivery of this Security Agreement, the receipt
whereof by the Secretary is hereby acknowledged. The Guarantee
Fee hereunder in respect of each succeeding 12-month period shall
be paid to the Secretary by the Shipowner at least 65 days prior
to each anniversary of the date hereof, covering the 12-month
period then commencing. The Guarantee Fee shall not be due for
any period on or after any anniversary date if, prior to said
date, said Guarantees shall have terminated or the Secretary shall
have defaulted in making payment of said Guarantees.

(h) Unless otherwise specified by the Secretary in
a written notice to the Shipowner, the Guarantee Fee hereunder
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may bo paid by check (which need not be certified) payable to
the order of "Maritime Adm. — Commerce", delivered in person or
sent by mail, addressed to the Secretary as provided in Article
X, accompanied by a letter stating that the payment is of the
Guarantee Fee required hereunder and specifying the period covered
by such payment.

(i) In the event that the Secretary at any time deter-
mines that the amount of any Guarantee Fee should be adjusted,
has been erroneously calculated or is subject to increase or de-
crease pursuant to paragraph (f) of this Section 3.02, he shall
promptly give written notice thereof to the Shipowner, specifying
the correct amount, the basis of computation thereof and the amount
of the deficiency or excess. The Shipowner shall pay to the
Secretary, within 30 days after it has received said notice, the
amount of any deficiency.

In the event that during any such annual period the
Delivery Date of the Vessel shall have occurred, the rate of the
Guarantee Fee shall be prorated so that the Guarantee Fee speci-
fied in paragraph (c) of this Section is applicable to the Vessel
from the next prior anniversary date of this Security Agreement
to the Delivery Date and that the Guarantee Fee specified in
paragraph (d) of this Section is applicable to the Vessel from
the Delivery Date to the end of such annual Guarantee Fee period.

The amount of any excess payment shall be refunded to
the Shipowner by the Secretary; provided that, if there is an
existing Default, any such amount shall, subject to Article VI,
be retained by the Secretary until (A) there is no existing Default
or (B) the Guarantees shall have terminated pursuant to Section
3.05(1), (2) or (4).

(j) Subject to the provisions of paragraphs (f) and
(i) of this Section, the Guarantee Fee shall be determined to
be fully earned as of the commencement of the period to which
it is applicable and, subject to said provisions, no refund
will be made by the Secretary of any Guarantee Fee in the
event the Guarantees shall terminate after the due date of such
Guarantee Fee, or the time of receipt and collection by the
Secretary, in the case of a deficit Guarantee Fee.

Section 3.03. Payment of the Secretary's Note. The prin-
cipal of and the interest on the Secretary's Note shall be pay-
able as follows:

(1) by payment of interest on the Obli- ,
gations in accordance with the provisions thereof
and the Indenture;
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(2) by redemption of the Obligations in
accordance with the provisions thereof and the
Indenture;

(3) when such Obligations have been Re-
tired or Paid, other than by payment of the
Guarantees;

and the aforesaid payments shall constitute payment of the interest
on and the principal of the Secretary's Note as of the date on
which and to the extent such payment, redemption or retirement
is made and the Secretary's Note shall be discharged to the extent
of such payment of principal.

Section 3-04. Cancellation of the Secretary's Note. In the
event and when the Guarantees on all the Obligations as to which
Guarantees are secured by the Secretary's Note have been termi-
nated pursuant to the provisions of Section 3.05(1), (2) or (4),
or if such Guarantees have been terminated pursuant to Section
3.05(3), and the Secretary has been fully reimbursed in an amount
equivalent to such Guarantee payments with the interest thereon
provided in the Secretary's Note together with any other moneys
secured hereby, the Secretary's Note shall be cancelled and re-
turned by the Secretary to the Shipowner.

Section 3.05. Termination of the Guarantees. Except as
provided in Section 6.08 of the Indenture, the Guarantee with
respect to a particular Obligation shall terminate in case,
and only in case, one or more of the following events shall
occur:

(1) Such Obligation shall have been Retired
or Paid;

(2) The Holders of all the Obligations then
Outstanding shall have elected, by Act of Obligees to
terminate the Guarantees, and the Secretary has been so
notified by the Indenture Trustee or all Obligees in
writing; provided that such termination shall not
prejudice any rights accruing hereunder prior to such
termination;

(3) Such Guarantee shall have been paid in
full in cash by the Secretary; or

(4) The Indenture Trustee and each Obligee
shall have failed to demand payment of such as provided
in the Indenture or in such or in the Act.
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Section 3.06. Execution of Additional Secretary's Note
Upon Subsequent Issue <?l_Oblig£tions. In the event and when
each new issue of Obligations is executed, authenticated and
delivered on a date or dates subsequent to the date hereof, as
contemplated by, and pursuant to the provisions of, the Spocir.il
Provisions of the Indenture and Section 2.04 of Exhibit 1 to the
Indenture, (i) the Shipowner shall, at the time of the issuance-
of such Obligations, execute and deliver to the Secretary an
additional Secretary's Note in an amount equal to the principal
amount of, and at the interest rate borne by, such issue of Obli-
gations, on the terms prescribed by Section 3.03 and otherwise
of like tenor to the form of Secretary's Note annexed hereto,
and (ji) the Shipowner and the Secretary shall execute an
instrument amending or supplementing the Mortgage if then in
effect (or the form of the Mortgage, if not then in effect)
to the extent necessary to provide security in respect of such
additional Secretary's Note. The Secretary's Note executed and
delivered in accordance with the provisions of this Section
shall, together wath the Secretary's Note referred to in the
Special Provisions hereof, be secured by this Security Agreement
and the Mortgage.

ARTICLE IV

CONSTRUCTION FUND: MONEYS DUE
IN RESPECT OF CONSTRUCTION OF THE VESSEL

Section 4.01. Construction Fund. (a) The Shipowner has,
simultaneously with the execution of this Security Agreement,
deposited with the Depository the amount, if any, as indicated
in the Special Provisions hereof to be held in the Con-
struction Fund in a special joint depository account subject
to the joint control of the Shipowner and the Secretary.

(b) The Construction Fund, if any, will be main-
tained and withdrawn in accordance with the provisions of
this Section and Sections 4.02̂ , 4.03 and 4.04.

(c) In the event the Special Provisions hereof
provide for a Construction Fund, the Secretary and the
Shipowner shall have entered into the Depository Agreement
with the Depository governing the establishment and main-
tenance of the Construction Fund in form satisfactory to the
Shipowner and the Secretary.

(d) At the time of each original issue of additional
Obligations the Shipowner shall deposit with the Depository
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an amount equal to the excess, if any, of the principal
amount of the Obligations issued at such time ovor (i) the
principal amount then required to be deposited in the Escrow
Fund and (11) the moneys, if any, paid, Lo the datr of such
issue, toward the Actual Cost of the Vessel and which would
then bo eligible for withdrawal from the Construction Fund
pursuant, to the provisions of Section 4.02.

Section 4.02. Withdrawals From the* Construction Fund,
(a) The whole or any'part of the Construction Fund shall be
applied from time to time to the direct payment to the
Indenture Trustee, any Paying Agent for the Obligations, the
Shipbuilder or any other Person entitled thereto of any
amount which from time to time the Shipowner is obligated to
pay to the Indenture Trustee or any Paying Agent in respect
of the principal of or interest on the Obligations, or the
Shipbuilder or such other Person on account of the items,
amounts and increases sot forth in the determination of
Actual Cost referred to in the Special Provisions hereof;
provided that—

(1) If the Shipowner shall have paid or
caused to be paid (whether directly or pursuant to
Section 5.02(b)) to the Indenture Trustee, any Paying
Agent for the Obligations, the Shipbuilder or such other
Person any amount referred to in this Section, the
Shipowner shall be reimbursed from the Construction
Fund therefor to the extent provided in this Section;
and

(2) No payment or reimbursement under this
Sectipn shall be made (A) to any Person until the total
amount paid by or for the account of the Shipowner in
respect of said items, amounts and increases from
sources other than the proceeds of the Obligations
equals at least 12-1/2% (or, in the circumstances
described in the proviso of this subparagraph (2), 25%)
of the Actual Cost, (B) to the Shipbuilder until any
estimated net trade-in allowance applicable to the
Vessel which is, at the time, due and payable by the
United States to the ShipbuiXder pursuant to Section
510 of the Act has been paid to the Shipbuilder on
account of Item (1) of the Table annexed hereto, (C) to
the Shipbuilder until the Shipowner shall have paid to
the Shipbuilder out of its general funds a]l amounts
which at the time are due and payable by the Shipowner
on account of charter hire of a vessel traded in pursuant
to the foregoing Section 510, (D) to the Shipowner
-which would have the effect of reducing the total
amounts paid, referred to in clause (A) of this subpara-
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graph (2), below the respective minima set forth in
said clause, (E) t.o the Shipowner for reimbursement of
any balance of j requested disbursement paid by the
Shipowner with respect to the Vessel pursuant to the
last sentence of Section 5.02(d) or for reimbursement
of any payment by the Shipbuilder referred t_o in clauses
(B) and (C) of this bubparaqraph (2), or (F) to any
Person on account of items or amounts or increases
representing chjnqes and extras or owner furnished
equipment, if any, set forth in the table annexed
hereto unless such items, amounts or increases shall
have been previously approved as to item and amount by
the Secretary or Secretary of Commerce; provided that,
in the event that the amount eligible for guarantees
pursuant Lo Section 1104(b)(2) of the Act, is limited
to 751 of the Actual Cost or Depreciated Actual Cost
of the Vessel * after 501 of the Actual Cost has been
paid by or for the account of the Shipowner on account
of the above-mentioned items, amounts and increases,
the minimum of 12-1/2% set forth in clause (A) of this
subparagraph (2) shall be changed to 25%.

(b) In the event that one of the events described
in Suction 2.09 has occurred, upon a Request of the Shipowner,
approved in writing hy the Secretary, all of the moneys
remaining on deposit in the Construction Fund may be withdrawn
for ono of the following purposes: (1) application as provided
in Section 3.05 of Exhibit 1 to the Indenture, (2) payment
to the Shipowner or its order in the event that all Outstanding
Obligations are Retired or Paid, other than by payment of
the Gurantees, or '3) application as provided in- Section
6.05, if the'Secretary shall have paid the Guarantees.

Section 4.03. Procedures for Construction Fund Withdrawals
(a) Prior to any payment or reimbursement pursuant to
Section 4.02, there shall have been delivered to the Secretary:

(1) A request for payment (the "Request for Payment")
(specifying the Person or Persons to be paid and the
amount of such payment) executed by the Shipowner,
approved and countersigned by the Secretary which
Request for Payment shall request the Depository to
notify the Secretary when the Construction Fund is
exhausted; and

(2) An Officer's Certificate stating —

(A) That the payments and reimburse-
ments are on account of the items, amounts or
increases set forth in the determination of Actual
Cost;

- 27 -



(B) That the amounts stated therein aro
then payable in respect thereof (specifying the
amount in respect of each such item, amount and
increase and the name and address of the Person to
whom it should be paid) and/or that payments in a
stated amount in respect thereof have been made by
or for the account of the Shipowner from sources
other than the Construction Fund or amounts (exclu-
sive of interest) deposited in the Escrow Fund
(specifying the amount in respect of each such
item, amount and increase) and that reimbursement
therefor from the Construction Fund has not thereto-
fore been made;

(C) That there is no Default under this
Security Agreement;

(D) That there has been compliance with
all conditions provided for in this Section as Lo
the payments and reimbursements thereby requested;
and

(E) That the Shipowner's equity payment
in the Vessel, after the requested payment or
reimbursement is made, shall remain not less than
12 1/2% (or in the circumstances described in the
proviso of subparagraph 4.02 (a)(2), 25%); and

(F) The balance which will remain in
the Construction Fund following the payment
requested in the Request for Payment.

(b) Upon approval and countersignature by the
Secretary of the Request for Payment, the Request for Payment
shall be delivered to the Depository which shall make pay-
ment in accordance with the terms of such Request for Payment.

Section 4.04. Redeposit of Funds Into the Construction Fund
At any time the Secretary shall have determined that there
has been, for any reason, an improper disbursement from the
Construction Fund, he shall give written notice to the
Shipowner of the amount improperly disbursed, the amount to
be redepositcd into the Construction Fund on account thereof
and the reasons for such determination. The Shipowner sh'all
thereafter promptly redeposit such amount into the Construction
Fund.

Section 4.05. Cash Held by the Depository in the
Construction Fund. (a) All cash held by the Depository in
the Construction Fund shall be held in a special }oint
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deposi Lory account for t.hc purposes for whi ch held (
to Section 4.03).

(b) Cash :ic lei by the Depository in the? Ccr.strac-
tion Fund (i) need not be seareqatc'd, (11) shall not be
invested or rrjnvostod except as provided ir. the1 following
paragraph (c) , and (in) shall not bear interest except to
the extent tho Depository allows interest on similar depc^itr*
or except as the Shipowner and the Depository may acjreo.

(c) If the Depository is so directed by the
Shipowner by the delivery of a Request any cash held in the
Construction Tund pursuant to paragraph (a) of this Section
shall, unless then;, is an existing Default, (1) be invested
or reinvested by the Depository in negotiable certificate0

of deposit of the Depository or (2) be invested or reinvested
by the Depository in securities which constitute direct
obligations of the United States or any agency of the United
States; provided that, such investments or reinvestments
shall mature not later than one year from the date of the
investment or the reinvestment. The Depository shall sell
all or any designated part of such securities if (i) so
directed by the Shipowner by the delivery of a Request
approved by the Secretary in writing (or, at the Secretary's
written direction, without any Request of the Shipowner,
during the continuance of a Default) or (11) at any tine the
proceeds thereof are required for the purposes specified in
Section 4.03. If such sale (or any payment at maturity)
produces a net sum less than the cost (including accrued
interest paid as such) of the securities so sold or paid,
the Depository shall give written notice to the Secretary
and the Shipowner of such deficiency and the Shipowner shall
promptly pay the deficiency to the Depository. If such sale
or payment produces a net sum greater than the cost (in-
cluding accrued interest paid as such) of the securities so
sold or paid, the Depository shall promptly pay the excess
to the Shipowner unless the Depository shall have received
written notice from the Secretary that there is then an
existing Default. All such securities and the net proceeds
of the sale or payment thereof (plus any deficiency paid by
the Shipowner, but excluding any excess over cost paid to
the Shipowner) shall be held by the Depository for the same
purposes as the cash used to purchase the securities.

(d) Any interest on cash or securities (less an
amount equal to accrued interest paid upon purchase) held by
the Depository shall, unless there is then an existing
Default, be promptly paid to the Shipowner.
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Section 4.06. Moneys Duo in Respect oE Construction of
the Vessel. In the event that the Shipowner shall front time
to time receive moneys described in the Granting Clause of
the Special Provisions hereof from the Secretary, the Ship-
builder, its guarantor, surety, or otherwise, representing
moneys which from time to time become due to the Shipowner
in connection with the Construction of any Vessel, it shall
give written notice thereof to the Secretary and shall
promptly pay the same over to the Secretary or his designee.
The Indenture Trustee shall hold such funds until it shall
have received notice from the Secretary as to whether or not
said moneys are to be applied to reduce the Actual Cost of
the Vessel. In the event the Secretary shall determine that
all or any portion of such moneys are to be so applied, the
Secretary shall give written notice to the Shipowner and the
Secretary or his designee shall pay over such moneys and the
Shipowner shall contribute such additonal sums, if any, as
the Secretary shall determine to the Indenture Trustee. The
Shipowner and the Secretary shall give the Indenture Trustee
written notice stating that such funds (i) shall be applied
pursuant to Section 3.04 of Exhibit 1 to the Indenture to
redeem the principal amount of Obligations specified therein,
and (ii) are to be so applied in order that the principal
amount of Obligations that will be outstanding after such
redemption will not exceed the principal amount thereof
eligible for Guarantee by the United States under Section
1104(b)(2) of the Act. In the event moneys are received in
connection with Construction of the Vessel, the Secretary
will redetermine the Actual Cost, and, if referred to in
ARTICLE FIRST of the Special Provisions hereof, the Depreciated
Actual Cost, of the Vessel but the Secretary agrees he will
not require the redemption of Obligations unless (A) the
original principal amount of the Obligations relating to the
Vessel less (B) the aggregate principal amount (as established
by an Officer's Certificate of the Shipowner delivered to
the Secretary within 10 days of the giving of the written
notice of the receipt of such moneys referred to above) of
Obligations which either (i) have been redeemed pursuant to
any optional redemption provisions of the Indenture and not
theretofore credited (whether as a result of any automatic
crediting provisions of the Indenture or otherwise) against
any redemptions required to be made by any mandatory redemption
provisions of the Indenture, (ii) have been acquired by the
Shipowner other than pursuant to the redemption provisions
of the Indenture and surrendered to the Indenture Trustee
for cancellation and not theretofore credited (whether as a
result of any automatic crediting provisions of the Indenture
or otherwise) against any redemptions required by any mandatory
redemption provisions of the Indenture, or (iii) have been
redeemed in connection with Section 1104(b)(2) of the Act in
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accordance with the Indenture, is in execs:, of the percentage
of the Actual Cost or Depreciated Actual Cost, as the case
may bo, of the Vessel set forth in ARTICLE FIRST of the
Special Provisions hereof as so redeLcrrtuned. The Shipowner
shall qive written notice to the Indenture Trustee of all
Obligations credited pursuant to the immediately preceding
sentence*, specifying the number and principal amount of such
Obligations so credited, within three days of the determination
of the Secretary referred to above, provided that if Obligations
are roq.i.rcd to be redccmc-d in connection with Section
1104 (b) (21 of the ACL in accordance with the Indenture, the
notice of Obligations credited, if any, shall be included in
the written notice required to be given to the Indenture
Trustee in connection with such redemption.

ARTICLE V

ACTUAL COST; THE ESCROW FUND

Section 5.01. Actual Cp£t Determinations. The Actual
Cost of the Vessel, determined as of "the da'te'of this
Security Agreement, is as set forth : n the Special Provisions
hereof. The Secretary agrees that he (1) will make a finaj
determination of the Actual Cost of the Vessel, limited to
amounts paid by or for the account of the Shipowner on
account of the items (not in excess of the respective
amounts of tnc items) set forth or referred to in the
Special Provisions hereof and, to the extent approved by the
Secretary, any other items or any increase in the amounts of
such set forth or referred to items, such determination to
be made as of the time of payment by or for the account of
the Shipowner of the full amount of said Actual Cost, excluding
any amounts which are not to become due and payable, and (2)
will promptly give written notice to the Shipowner of trie
results of said final determination; provided that, thu>
Shipowner shall have requested such determination not less
than 60 days in advance (unless otherwise agreed by the
Secretary) and shall have furnished to the Secretary not
less than 30 days in advance of such determination (unless
otherwise agreed by the Secretary) a certification by the
Shipowner and (unless otherwise agreed by the Secretary) a
statement by an independent certified (or, with the consent
of the Secretary, an independent) public accountant or firm
of accountants of the total amounts paid or obligated to be
paid by or for the account of the Shipowner for the Construc-
tion of the Vessel, together with a breakdown of such totals
according to the items for which paid or obligated to be
paid.
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Section 5.02. Escrow Fund; Di_sburs»i-ipe'it Prior to
Term 111.1 t_i on Dat.o of ["hi1 Hscrow Tund." (a) The Shipowner has
simul tiincou'i 1 y herewith deposited with the Secrotnry the
amount, if any, indicated in the Special Provisions horeof
to hi* ht Kl i r. the Userow fund.

At the tine of each sale of additional Obligations
after t!ie dnte hereof, the Shipowner shall deposit with the
Secretary in oscrow, ard the Secretary shall accept, all or
a port 101 of «?jid proceeds fron the- sale of such Obliga-
tion;*, in an amount equal to the sum of the following:

(1) the excess, if any, of (a) the aggregate
principal amount of the Obligations authenticated to
the date- of such-deposit, including the principal
amount of the Obligations being sold at such time*, less
75% or 87 1/2%, whichever is applicable under Section
1104 of tho Act, of the amount which the Secretary
shall determine has been, as of such tirre, paid by or
for the account of the Shipowner for the Construction
of the Vessel over (b) the balance on deposit other
than for interest or earned income at such time in the
Escrow Fund; and

(2) interest, as may be required by tho
Secretary, on the amount of such deposit (computed at
the effective rate borne by the Obliations).

(b) Unless the Guarantees, prior to the Termina-
tion Date of the Escrow Fund (as hereinafter defined), shall
become payable as to the Obligations, the Secretary shall,
subject to the provisions of this paragraph (b), within a
reasonable time after written Request from the Shipowner
disburse from the Escrow Fund directly to the Indenture
Trustee, any Paying Agent for such Obligations, the Ship-
builder or any other Person entitled thereto, any amount
which from time to time the Shipowner is obligated to pay to
the Indenture Trustee, any Paying Agent for such Obliga-
tions, the Shipbuilder or such other Person on account of
the items and amounts or any other items or increases set
forth or referred to in the Special Provisions hereof, and
reflected in the Table annexed hereto; provided that—

(1) If the Shipowner shall pay or cause to
be paid to the Indenture Trustee, any Paying Agent for
such Obligations, the Shipbuilder or such other Person
any amount referred to in this paragraph (b), then upon
a Request, in form satisfactory to the Secretary, the
Secretary shall reimburse the Shipowner therefor to the
extent of such payment;
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(2) No payment or reimbursement under this
Section shall be made (A) to any Person until the
Construction Fund has been exhausted and a certificate
as to such fact has been delivered to the Secretary by
the Construction Fund Depository, (B) to any Person
until the total amount paid by or for the account of
the Shipowner on account of said items, amounts and
increases from sources other than the proceeds of such
Obligations equals at least 12 1/2% (or, in the circum-
stances described in the proviso of this subparagraph
(2), 25%) of the Actual Cost of the Vessel, (C) to the
Shipbuilder until any estimated net trade-in allowance
applicable to the Vessel which is at the time due and
payable by the United States to the Shipbuilder pursuant
to Section 510 of the Act has been paid to the Shipbuilder
on account of Item (1) of the Table annexed hereto, (D)
to the Shipbuilder until the Shipowner shall have paid
to the Shipbuilder out of its general funds all amounts
which at the time are due and payable by the Shipowner
on account of charter hire of a vessel traded in pursuant
to the foregoing Section 510, (E) to the Shipowner
which would have the effect of reducing the total
amounts paid, referred to in clause (B) of this subpara-
graph (2), below the respective minima set forth in
said clause, or (F) to the Shipowner for reimbursement
of any balance of a requested disbursement paid by the
Shipowner with respect to the Vessel pursuant to the
last sentence of paragraph (d) of this Section or for
reimbursement of any payment to the Shipbuilder referred
to in clauses (C) and (D) of this subparagraph (2), or
(G) to any Person on account of items or amounts or
increases representing changes and extras .or owner
furnished equipment, if any, set forth in the table
annexed hereto unless such items, amounts, or increases
shall have been previously approved as to item and
amount by the Secretary or Secretary of Commerce;
provided that, in the event the amount eligible for
guarantees, pursuant to Section 1104(b)(2) of the Act,
is limited to 75% of the Actual Cost or Depreciated
Actual Cost of the Vessel, after 50% of the Actual Cost
of the Vessel has been paid by or for the account of
the Shipowner on account of the above-mentioned items,
amounts and increases, the minimum of 12 1/2% set forth
in clause (B) of this subparagraph (2) shall be changed
to 25%.

(c) The excess, as determined by the Secretary,
of any amount on deposit in the Escrow Fund which represents
interest on the principal amount deposited, over the amount
.of interest due on the next Interest Payment Date on the
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principal amount as determined by the Secretary remaining un
deposit on such Interest Payment Date, may be disbursed by
the Secretary upon Request of the Shipowner made not more than
10 Business Days prior to such Interest Payment Date or made
within at least 60 days after such Interest Payment Date.

(d) The Secretary shall not bo required tu make
any disbursement pursuant to this Section except out of cash
available in the Escrow Fund. If sufficient cash is not
available to make the requested disbursement, additional
cash shall be provided by che maturity or sale of securities
in accordance with instructions to be delivered to the
Treasury Department pursuant to Section 5.04. If any sale
or payment on maturity shall result in a loss in the principal
amount of the Escrow Fund invested in securities so sold or
matured, the requested disbursement from the Escrow I'und
shall be reduced by an amount equal to such loss and the
Shipowner shall, no later than the time for such disbursement,
pay to the Indenture Trustee, any Paying Agent, the Shipbuilder
or any other Person entitled thereto the balance of the
requested disbursement from funds of the Shipowner other
than the proceeds of such Obligations.

(e) If, prior to the Termination Date of the
Escrow Fund, the Guarantees shall become payable by the
Secretary as to the Obligations, all amounts in the Escrow
Fund at the time such Guarantees become payable (including
realized income which has not yet been paid to the Ship-
owner) shall be paid into the Federal Ship Financing Fund
created by Section 1102 of the Act and be credited against
any amounts due or to become due to the Secretary from the
Shipowner with respect to all Obligations guaranteed by the
Secretary to which this Security Agreement relates. To the
extent payment of the Escrow Fund into said Federal Ship
Financing Fund is not required, said amounts or any balance
thereof shall be paid to the Shipowner.

(f) At any time the Secretary shall have determined
that there has been, for any reason, a disbursement from the
Escrow Fund contrary to the provisions of this Section, he
shall give written notice to the Shipowner of the amount
improperly disbursed, the amount to be redeposited into the
Escrow Fund on account thereof and the reasons for such
determination. The Shipowner shall thereafter promptly
rcdeposit such amount, with interest, if any, required by
the Secretary, into the Escrow Fund.

(g) Notwithstanding any other provision of this
Section, the Shipowner shall not seek or receive reimbursement
for any amount paid to the Shipbuilder under this Section.
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(h) In the event that one of the events described
in Section 2.09 has occurred, upon a Request of the Shipowner,
approved by the Secretary in writing, all of the moneys remain-
ing on deposit in the Escrow Fund may be withdrawn for one of
the following purposes: (1) application as provided in Section
3.05 of Exhibit 1 to the Indenture, (2) payment to the Shipowner,
or its order, in the event all Outstanding Obligations are
Retired and Paid, other than by payment of the Guarantees, or
(3) application as provided in Section 6.05, if the Secretary
shall have paid the Guarantees.

Section 5.03. Disbursement Upon Termination Date of the
Escrow Fund. If payments under the Guarantees of the Obliga-
tions have not become payable prior to the Termination Date of
the Escrow Fund, then on or immediately after said date any
balance of the Escrow Fund shall be disbursed by the Secretary
as set forth below:

(1) To the extent that (A) the principal
amount of such Obligations originally issued, less (B)
the aggregate principal amount (as established by an
Officer's Certificate of the Shipowner delivered to the
Secretary not less than 30 days in advance of the
Termination Date of the Escrow Fund) of such Obligations
which either (i) have been or are (as indicated by the
giving of a notice of redemption which does not state
that it is subject to the receipt of the redemption
moneys by the Indenture Trustee or any Paying Agent of
the Shipowner for such Obligations) to be Retired or
Paid on or before said Termination Date pursuant to
Sections -3.02 (a)-, 3.02(b) or 3.05 of Exhibit 1 to the
Indenture and not, in the case of redemptions pursuant
to Sections 3.02(a) and 3.02(b) of Exhibit 1 to the
Indenture, availed of as a credit against redemptions
otherwise required to be made pursuant to the sinking
fund provisions of Section 3.02(c) of Exhibit 1 to the
Indenture, or (ii) have been delivered by the Shipowner
to the Indenture Trustee for cancellationAto be availed
of pursuant to and in full compliance with Section 3.04
of Exhibit 1 to the Indenture shall be in excess of a
sum which is (C) the aggregate of 75% or 87 1/2%, which-
ever is applicable under Section 1104 of the Act, of the
Actual Cost of the Vessel limited to amounts paid by or
for the account of the Shipowner on account of items (not
in excess of the respective amounts of the items) set
forth or referred to in the Table annexed hereto and, to
the extent approved by the Secretary, any other items
or any increase in the amounts of the items set
forth or referred to in said Table, as such cost is
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finally determined by the Secretary as of the Termination
Date of the Escrow Fund, the Escrow Fund shall be paid
to the Indenture Trustee accompanied by a written notice
from the Secretary and the Shipowner to the Indenture
Trustee, stating that such funds (y) shall be applied
by the Indenture Trustee to redeem an equal principal
amount of Obligations and (z) are to be so applied in
order that the principal amount of the Obligations that
will be Outstanding after such redemption will not exceed
the principal amount thereof eligible for guarantee by the
United States under Section 1104 (b)(2) of the Act.

(2) From the balance remaining after the deduction
of the amount equal to the principal amount of Obligations
to be redeemed pursuant to Section 3.04 of Exhibit 1 to
the Indenture, an amount equal to the interest accrued
to the date fixed for redemption pursuant to said Section
3.04 shall be paid from the Escrow Fund to the Indenture
Trustee simultaneously with giving of such written notice
by the Shipowner and the Secretary to be applied to the
payment of such interest. In the event the balance remaining
in the Escrow Fund after giving effect to subparagraph (1)
is insufficient to pay the interest accrued to the date
fixed for redemption, such balance shall be paid from the
Escrow Fund by the Secretary to the Indenture Trustee and
the Shipowner shall, simultaneously with the giving of
such written notice from the Shipowner and the Secretary
to the Indenture Trustee, deposit with the Indenture Trustee
an amount equal to the difference between such balance
remaining in the Escrow Fund and the total amount required
for the payment of accured interest to the date fixed for
redemption pursuant to Section 3.04 of Exhibit 1 to the
Indenture.

(3) Any remainder of such balance of the Escrow
Fund after giving effect to subparagraphs (1) and (2)
above shall be paid to the Shipowner.

Section 5.04. Investment and Liquidation of the Escrow
Fund. The Secretary may invest the Escrow Fund in obligations of
the United States with such maturities that the Escrow Fund will
be available as required for the purposes hereof. The Secretary
shall deposit the Escrow Fund into an account with the Treasury
Department and deliver to the Treasury Department instructions,
after agreement thereto by the Secretary and the Shipowner except
in the case of instructions in connection with payment into the
Federal Ship Financing Fund pursuant to Section 5.02(e), for the
investment, reinvestment and liquidation of the Escrow Fund. The
Secretary shall have no liability to the Shipowner for acting
in accordance with such instructions.

- 36 -



Section 5.05. Income on the Escrow Fund. Except as pro-
vided in Section 5.02(e), any income realized on the Escrow Fund
shall, upon receipt by the Secretary, be paid to the Shipowner.
For the purpose of this Section, (i) the term "income realized
on the Escrow Fund" shall mean with respect to the Escrow Fund
(A) the excess of the cash received from the sale of securities
or the payment of securities at maturity (less any losses from
sale not made up by payments by the Shipowner pursuant to the
last sentence of Section 5.02(d)) over the cost thereof and (B)
cash received from the payment of interest on securities, and
(ii) the term "upon receipt by the Secretary" shall mean the
time of receipt by the Secretary of advice of the payment of
such income by the Treasury Department into the account in
which the Escrow Fund has been deposited.
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Section 5.06. Termination Date of the Escrow Fund:
Extension of the Termination Date. The Escrow Fund will
terminate 9~0 tjays after tne Delivery Date (herein called the
"TerjTuna_tion Dj.te o_f the Escrow Fund")- In the event that
on such date the paymcrTt by" 6r~for the account of the Shipowner
of the full amount of the Actual Cost of the Vessel set
forth or referred to in the Special Provisions hereof has
not been made or the amounts in respect of the Actual Cos>t
are not then due and payable, then the Shipowner and the
Secretary by letter agreement shall extend the Termination
Date of the Escrow Fund for such period as shall be de-
termined by the Shipowner and the Secretary as sufficient to
allow for the contingencies hercinabove set forth. If the
Secretary shall make a final determination of the Actual
Cost of the Vessel in accordance with Section 5.01, tho
Termination Date of the Escrow Fund shall be deemed to be
the date of such final determination.

ARTICLE VI

DEFAULTS AND REMEDIES

Section 6.01. Khat Constitutes "Defaults"; Continuance
ot Defaults. Each of the following events shall constitute
a "Default" within the moaning of this Section.

(a) Default in the payment of the whole or any
part of the interest on any of the Outstanding Obligations
when the same shall become due and payable; or default in
the payment of the whole or any part of the principal of any
of the Outstanding Obligations when the same shall become
due and payable, whether by reason of maturity, redemption,
acceleration, or otherwise, or any default referred to in
Section 6.08 of Exhibit 1 to the Indenture, and continuation
of<such default for a period of 30 days shall consitute and
is herein called a "Payment Default". For the purposes of
this Security Agreement and the Mortgage only, any corresponding
default with respect to the interest on, or the principal
of, the Secretary's Note is also deemed to be a Payment
Default.

(b) The following shall constitute and each is
herein called a "Security Default";

(1) Default by the Shipowner, continued for
5 days, in the payment to the Secretary of the amount
of any Guarantee Fee as required by Section 3.02;

- 37 -



(2) Default by the Shipowner in the due and
punctual observance and performance of any provision in
Sections 2.02(a), 2.04(c) and (f)( 2.05, 2.06 and 2.15;

(3) Default by the Shipowner continued after
written notice specifying such failure by certified or
registered mail to the Shipowner from the Secretary in
the due and punctual observance and performance of any
provision in Sections 2.07 (except paragraphs (g) and
(k) thereof), 2.09, 2.11 and 2.12;

(4) Default by the Shipowner continued for
30 days after written notice by certified or registered
mail to the Shipowner from the Secretary in the due and
punctual observance of any other agreement in this
Security Agreement and in the Mortgage;

(5) Tho Shipowner shall be dissolved or
shall, by a court of competent jurisdiction, be adjudged
a bankrupt or shall make a general assignment for the
benefit of its creditors or shall lose its charter by
forfeiture or otherwise; or a petition for reorganization
of the Shipowner under the Bankruptcy Act shall be filed
by the Shipowner, or such petition shall be filed by
creditors and the same shall be approved by a court of
competent jurisdiction; or a reorganization of the
Shipowner under said Act shall be approved by such a
court, whether proposed by a creditor, a stockholder or
any other Person whomsoever; or a receiver or receivers
of any kind whatsoever, whether appointed in admiralty,
bankruptcy, common law or equity proceedings, shall be
appointed, by a decree of a court of competent jurisdic-
tion, with respect to the Vessel or all or substantially
all of the property of the Shipowner, and such decree
shall have continued unstayed, on appeal or otherwise,
and in effect for a period of 60 days;

(6) Any default in the due and punctual
observance and performance of any provision in the
Title XI Reserve Fund and Financial Agreement; and

(7) Any additional Default prescribed in the
Special Provisions hereof.

At any time following the occurrence of a Security
Default, the Secretary may give the Indenture Trustee a
Secretary's Notice with respect to such Security Default,
after which the Indenture Trustee and the Obligees shall
have the right to make demand for payment of the Guarantees
in accordance with the provisions of the Indenture and the
Authorization Agreement.
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Section 6.02. Acceleration of Maturity of the SecroJ-ary_|_s
Note. Tho Secretary may', by giving written notice Lo the
sKIpowner, declare the principal of the Secretary's Note and
interest accrued thereon to be immediately due and payable,
at any time after the Secretary shall have been obligated
to pay the Guarantees pursuant to the terms of the Indenture
and the Authorization Agreement. Thereupon the principal of
and interest on the Secretary's Note shall become immediately
due and payable, together with interest at the same rates
for overdue principal.

Section 6.03. Wai.vc£s of Default. (a) If the Secretary
determines that an event which, with the passage of tame,
would become a Payment Default has been remedied within 30
days after the occurrence of such event, he shall waive the
consequences of such event.

(b) If the Secretary shall have determined prior
to payment of the Guarantees that a Payment Default has been
remedied after the expiration of the aforesaid 30-day
period but prior to the date of demand by the Indenture
Trustee or an Obligee for payment under the Guarantees, he
shall waive such Default.

(c) If the Secretary shall have determined prior
to the expiration of the period required for payment of the
Guarantees that a Payment Default had not occurred (and
prior to any payment of the Guarantees by the Secretary), he
shall notify the Indenture Trustee and the Shipowner of such
determination and he shall waive such Default.

(d) The Secretary, in his sole discretion, may
waive any Security Default or any event which by itself, or
with the passage of time or the giving of notice, or both,
would give rise to a Security Default; provided that, such
Default is waived prior to the Secretary giving to the
Indenture Trustee the Secretary's Notice.

(e) The Secretary shall notify the Shipowner and
the Indenture Trustee in writing of any determinations made
under paragraphs (a), (b) and (c) of this Section 6.03, and
the Secretary shall waive the consequences of any such
Default and annul any declaration under Section 6.02 and the
consequences thereof.

(f) No waiver under this Section shall extend to
or affect any subsequent or other Default, nor impair any
rights or remedies consequent thereon.
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Section 6.04. Remedies After Default. (a) In the
event of a Default and be'fore'and aftcr"tho payment of the
Guarantees, the? Secretary shall have the riqht to take the
Vessel without legal process wherever the same may be (and
the Shipowner or other Person in possession shall forthwith
surrender possession of the Vessel to tnc Secretary upon
demand) and hold, lay up, lease, charter, operate, or other-
wise use the Vessel for such time and upon such terns as he
may reasonably deem to be for the best advantage to the
Secretary, accounting only for the net profits, if any,
arising from such use of the Vessel and charging against all
receipts from the use of the Vessel all reasonable charges
and expenses in connection with such use of the Vessel.

(b) Upon payment of the Guarantees, the Secretary
shall have the right to—

(1) Exercise all the rights and remedies in
foreclosure and otherwise given to mortgagees by the
Ship Mortgage Act, 1920, as amended;

(2) Bring suit at law, in equity or in
admiralty to recover judgment for any and all amounts
due under the Secretary's Note, this Security Agreement
and the Mortgage, collect the same out of any and all
property of the Shipowner, whether or not the same is
subject to the lien of the mortgage, and in connection
therewith obtain a decree ordering the sale of the
Vessel in accordance with the following subparagraph
(4);

(3) Have a receiver of the Vessel appointed,
as a matter of right in any suit under this Section
(and any such receiver may have the rights of the
Secretary under the following subparagraph (4));

(4) Sell the Vessel, free from any claim of
the Shipowner, by public sale with sealed bids, held at
such time and place and in such manner as the Secretary
may reasonably deem advisable, after first publishing
notice of the time and place of such sale for 10 con-
secutive Business Days in an Authorized Newspaper, and
mailing a copy of such notice, by registered or certified
mail, to the Shipowner at its last known address, the
first such publication and mailing to be made at least
30 days prior to the date fixed for such sale; provided
that, such sale may be adjourned from time to time
without further publication or notice (other than
announcement at the time and place appointed to such
sale or adjourned sale). It shall not be necessary to
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bring the Vessel to the place appointed for such sale
or adjourned sale;

(5) Accept a conveyance of title to, and to
take without legal process (and the Shipowner or other
Person in possession sholl forthwith surrender possession
to the Secretary), the whole or any part of the Vessel
and the Security wherever the same may be, and to take
possession of and to hold the same;

(6) In his discretion, take any and all
action authorized by Sections 1105(c), 1105(c) and
1108(b) of the Act and, to the extent not in express
conflict with action authorized by said Sections
1105(c), HOS(e) and 1108(b), or with this Section
6.04, any and all action provided for or authorized or
permitted by or in respect of the Secretary's Note,
this Security Agreement, the Vessel, the Security, the
Escrow Fund, the Construction Fund, the Title XI
Reserve Fund and the Policies of Insurance (said
documents, funds and assets being herein called the
"Increased Security"), including all action provided
for in or authorized or permitted by or in respect of
the Increased Security;

(7) Receive, in the event of an actual or
constructive total loss or any agreed or compromised
total loss or a requisition of title to or use of the
Vessel, all insurance or other payments therefor to
which the Shipowner would otherwise be entitled, such
insurance moneys to be applied by the Secretary in
accordance with the interest of the Secretary as
provided in Section 7.01 and, if any balance remains,
in accordance with the interest of the Shipowner as
provided in Section 7.02; and

(8) Pursue to final collection all claims
arising under, and to collect such claims from, the
Increased Security.

(c) The Shipowner hereby irrevocably appoints the
Secretary the true and lawful attorney of the Shipowner, in
its name and stead, to make all necessary transfers of the
whole'or any part of the Increased Security in connection
with a sale pursuant to paragraphs (a) or (b) of this
Section, and for that purpose to execute all necessary
instruments of assignment and transfer. Nevertheless, the
Shipowner shall, if so requested by the Secretary in writing,
ratify and confirm such sale by executing and delivering to
any purchaser of the whole or any part of the Increased
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Security such proper bill of sale, conveyance, instrument of
transfer or release .is may be designated in such request.

(d) No remedy shall be exclusive of any other
remedy, and each and every remedy shall be cumulative and in
addition t.o any other remedy.

(e) No delay or omission to exercise any right or
remedy shall impair any such right or remedy or shall be
dec-mod to be a waiver of any Default.

(f) The exercise of any rjght or remedy shall not
constitute an election of remedies by the Secretary.

(g) If the Secretary discontinues any proceeding,
the rights and remedies of the Secretary and of the Shipowner
shall be as though no such proceeding had been taken.

Section 6.05. Application of P£p££e<3£. (ij The proceeds
(from sale or otherwise) of the whole or any part of the In-
creased Security and use thereof by the Secretary under any
of the foregoing powers, (2) the proceeds of any judgment
collected by the Secretary for any Default hereunder, (3)
the proceeds of any insurance and of any claim for damages
to the whole or any part of the Increased Security received
by the Secretary while exercising any such power, and (4)
all other amounts received by the Secretary, including
amounts which are required by Sections 2.07 and 2.09 or
otherwise to be applied as provided in this Section, shall
be applied by the Secretary as follows:

First - to the payment of the Guarantee Fee, if
any, due and payable to the Secretary pursuant to the
provisions of Section 3.02;

Second - to the payment of all sums of money due
and unpaid and secured by the Mortgage or this Security
Agreement;

Third - to the payment of all advances by the
Secretary pursuant to this Security Agreement and all
reasonable charges and expenses of the Secretary;

Fourth - to the payment of the whole amount of the
interest then due and unpaid upon the Secretary's Note;

Fifth - to the payment of the whole amount of the
principal then due and unpaid upon the Secretary's
Note;
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Sixth - to the Indenture Trustee for its reason-
able fees and expenses; and

Seventh - any balance thereof remaining shall be
paid to the Shipowner.

Section 6.06. Genpral P2^_e£s of Secretary^. ta) In the
event the Vessel shall be'arrested or detained by a marshal
or other officer of any court of law, equity or admiralty
jurisdiction in any country or nation of the world or by any
government or other authority and shall not be released from
arrest or detention within 15 days from the date of arrest
or detention, the Shipowner hereby authorizes the Secretary,
in the name of the Shipowner, to apply for and receive
possession of and to take possession of the Vessel with all
the rights and powers that the Shipowner might have, possess
and exercise in any such event. This authorization is
irrevocable.

(b) The Shipowner irrevocably authorizes the
Secretary or its appointee (with full power of substitution)
to appear in the name of the Shipowner in any court of any
country or nation of the world where a suit is pending
against the whole or any part of the Increased Security
because of or on account of any alleged lien or claim against
the whole or any part of the Increased Security from which
the whole or said part of the Increased Security has not
been released.

(c) All reasonable expenses incurred pursuant to
paragraphs (a) or (b) of this Section shall constitute a
debt due from the Shipowner to the Secretary and shall be
repaid by the Shipowner upon demand. The Secretary shall
not be obligated to (nor be liable for his failure to) take
any action provided for in the foregoing paragraphs (a) and
(b).

ARTICLE VII

RIGHTS OF SECRETARY AND SHIPOWNER

Section 7.01. The Interest of the Secretary. The
interest of the Secretary in the Increased Security, and
any cash, securities or other property (other than property
purchased by the Secretary at foreclosure proceedings or
other public sale and any payments or receipts from the
requisition, sale, charter, operation or other use or disposi-
tion of any such property accrued after the time of acquisi-
tion of title at such proceedings or sale, all of which

- 43 -



property, payments and receipts shall belong to and vest
exclusively in the Secretary), which may at any time be
collected, received, realized or held by or for the Secretary
(or others) in respect thereof (including payments referred
to in Section 6.04(b)(4) and any excess Guarantee Fee held
by the Secretary and not refundable to the Shipowner under
the provisions of Section 3.02), shall be equal to, but not
in excess of, an amount equal to the total of—

(1) the Guarantee Fee, if any, due and
payable to the Secretary pursuant to the provisions of
Section 3.02;

(2) the expenses (including administrative
expenses) incurred and advances and disbursements made
by the Secretary (or the United States) in the assertion,
protection, pursuit and/or enforcement of the rights
and remedies, or any of them, stated in Section 6.04
and 6.Ob, and all other expenses (including administative
expenses) incurred and advances and disbursements made
by the Secretary (or the United States) in connection
with the Increased Security or otherwise (other than
those incurred or made in respect of the purchase of
the Vessel by the Secretary at foreclosure proceedings
or other public sale, after the time of acquisition of
title at such foreclosure proceedings or other public
sale);

(3) an amount equal to the amount of interest
which is due and payable upon the Secretary's Note;

(4) an amount equal to the amount of princi-
pal which is due or will become due and payable upon
the Secretary's Note;

after deducting therefrom all credits, if any, under Section
1108(b) of the Act and all cash payments thertoforc made to
the Secretary on account of said items; and such interest
shall be discharged and satisfied in full before discharging
and satisfying any interest of the Shipowner.

Section 7.02. The Interest of the Shipowner. The
interest of the Shipowner, including its" interc'st for the
purpose of asserting, protecting, pursuing or enforcing any
or all of the rights in or under the Increased Security, and
any cash, securities or other property (other than property
purchased by the Secretary at foreclosure proceedings or
other public sale, and any payments or receipts from the
requisition, sale, charter, operation or other use or disposi-
tion of any such property accrued after the time of acquisi-
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tion of title at such proceedings or sale, all of. which
property, payment or receipts shall as stated above belonq
to and vest exclusively in the Secretary), which may at any
time be collected, received, realized or held by or for the
Secretary (or others) in respect thereof (including payments
referred to in Section 6.04(b)(4), and any excess Guarantee
Fee held by the Secretary and not refundable to the Shipowner
under Section 3.02), shall except a*s otherwise provided in
the Special Provisions hereof be a residual interest after
full discharge and satisfaction of the interest of the
Secretary, as provided in Section 7.01, and the Secretary
shall promptly pay or otherwise account therefor to the
Shipowner.

Section 7.03. Interest in Funds Held by^ the Indenture
Trustee. The Secretary "shall at no tirae'have any right or
interest in or in respect of (i) any payment at any time
held by the Indenture Trustee under the Indenture for
payment of the Obligations or (11) any funds held by the
Indenture Trustee in respect of Obligations which shall have
been Retired or Paid within the meaning of the Indenture.

ARTICLE VIII

AMENDMENTS AND SUPPLEMENTS TO THE
SECURITY AGREEMENT, MORTGAGE AND INDENTURE

Section 8.01. Amendments and Supplements to the
Security Agreement and the Mortgage. This Security Agreement
and the Mortgage may not be amended or supplemented orally
but may be amended or supplemented from time to time by an
instrument in writing executed by the Shipowner and the
Secretary.

Section 8.02. Waiver of Security Agreement Provisions.
The benefits to or rights of the Secretary under any provision
of this Security Agreement may be waived in writing by the
Secretary either upon Request by the Shipowner or in his
discretion with 15 days' prior notice.

Section 8.03. Amendments and Supplements to the Indenture
Notwithstanding any provisions in the Indenture, the Shipowner
agrees that no amendments or supplements will be made to the
Indenture without the prior written consent of the Secretary
and any purported action or attempt to take action forbidden
to be taken by this Section shall be null and void and of no
force or effect.
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ARTICLE IX

CONSOLIDATION, MERGER ADD SALE

Section 9.01. Consolidation^ M̂ ][̂ Le£ an.5* §al.^
Nothinq in this Security "Agreement or the Mortgaqo
prevent any lawful consolidation or merger of the Shipowner
with or into any other Person or any sale of the Vessel to
any other Person lawfully- enti tied to acquire or operate the
Vessel; provided that, the Secretary shall have given his
priot written consent to such succession, merger, consolid-
ation or sale.

(b) The Person formed by or survivinq such consolida-
tion or merger, or to which such sale shall have been nade
(herein called the "Successor" ) , shall, by indenture supplemen-
tal to the Indenture," and by instrument amending or supple-
menting this Security Agreement, and the Mortgage, as may be
necessary, expressly assume the payment of the principal of
(and premium, if any) and interest on the Outstanding Obliga-
tions in accordance with the terms of the Obligations, shall
execute and deliver to the Secretary a Secretary's Note in
form satisfactory to the Secretary, shall expressly assume
the payment of the principal of and interesL on the Secretary's
Note, and also shall expressly assume the performance of the
agreements of the Shipowner in the Indenture, this Security
Agreement and the Mortgage.

(c) With the prior written consent of the Secretary,
any such sale may be on such terms as to release the Ship-
'owner immediately prior to such sale from all its obligations
under the Indenture, the Obligations, this Security Agreement,
the Mortgage and the Secretary's Note. In such event, the
Secretary, if so requested by the Shipowner, and as may be
deemed by the Shipowner to be reasonably necessary or approp-
riate to give effect to and confirm such release.

(d) Upon any such consolidation, merger, sale,
appointment or designation, (A) the Successor shall succeed
to and be substituted for the Shipowner with the same effect
as if it had been named herein and (B) the Secretary shall
consent to the surrender of the document of the Vessel
pursuant to Subsection 0 of the Ship Mortgage Act, 1920, as
amended; provided that, concurrently with such surrender,
the Vessel shall be redocumented under the laws of the
United States and all endorsements necessary and proper to
preserve the preferred status of the Mortgage shall be made
upon the new document of the Vessel, when issued.
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ARTICLE X

NOTICES

Section 10.01. N°tAces' Except as otherwise provided
in this Security Agreement~6r by the Act, all notices,
requests, demands, directions, consents, waivers, approvals
or other communications may be made or delivered in person
or by registered or certified mail, postage prepaid, addressed
to the party at the address of such party specified in the
Special Provisions hereof, or at such other address as such
party shall advise each other party by written notice, and
shall be effective upon receipt by the addressee thereof.

Section 10.02. Waivers of Notice. In any case where
notice by publication, mail or otherwise is provided for by
this Security Agreement, such notice may be waived in writing
by the Person entitled to receive such notice, either before
or after the event, and such waiver shall be deemed the
equivalent of such notice.

Section 10.03. Change of Name. The Shipowner shall
not change its name without First notifying the Secretary of
the new name and the change in address, if any.

ARTICLE XI

DISCHARGE OF SECURITY AGREEMENT
AND THE MORTGAGE

Section 11.01. Discharge of Security Agreement and
the Mortgage. (a) If the Obligations and the related
Secretary's Note shall have been satisfied and discharged
and if the Shipowner shall pay or cause to be paid all other
sums that may have become secured under this Security
Agreement and the Mortgage, then tnis Security Agreement,
the Mortgage and the liens, estate and rights and interests
hereby and thereby granted shall cease, determine, and
become null and void, and the Secretary, on Request of the
Shipowner and at the Shipowner's cost and expense, shall
forthwith cause satisfaction and discharge of this Security
Agreement and the Mortgage to be entered upon its and other
appropriate records and shall execute and deliver to the
Shipowner such instruments as may be necessary, duly acknow-
ledging the satisfaction and discharge of this Security
Agreement and the Mortgage, and forthwith the estate, right,
title and interest of the Secretary in and to the Security,
the Increased Security and any other securities, cash, and
any other property held by it under this Security Agreement
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and the Mortgage shall thereupon cease, determine and become
null and void, and the Secretary shall transfer, deliver and
pay the same to the Shipowner.

(b) If all of the Guarantees on the Outstanding
Obligations shall have been terminated pursuant to Section
3.05(2) or (4), the Secretary shall assign forthwith to the
Shipowner, this Security Agreement, the Mortgage and the
liens, estate, rights and interests hereby and thereby
granted.

ARTICLE XII

MISCELLANEOUS

Section 12.01. Successors and Assigns. All the
covenants, promises, stipulations and agreements of the
Shipowner in this Security Agreement shall bind the Shipowner
and its successors and assigns and shall inure to the benefit
of the Secretary and his successors and assigns, and all the
covenants, promises, stipulations and agreements of the
Secretary in this Security Agreement shall bind the Secretary
and his successors and assigns, and shall inure to the
benefit of the Shipowner and its successors and assigns,
whether so expressed or not. This Security Agreement is for
the sole benefit of the Shipowner, the Secretary and their
respective successors and assigns, and no other Person shall
have any right hereunder.

Section 12.02. Execution in Counterparts. This Security
Agreement may be executed in any number of counterparts.
All such counterparts shall be deemed to be originals and
shall together constitute but one and the same instrument.

Section 12.03. Rights of Shipowner in Absence of
Default. Except during the existence of a Default (unless
the Shipowner shall have failed to perform any of its
agreements under Section 2.04 and such failure shall be
continuing at the time in question), the Shipowner (1) shall
be suffered and permitted to retain actual possession and
use of the Vessel and (2) shall have the right, from time to
time, in its discretion and without the consent of or release
by the Secretary, to dispose of, free from the lien hereof
and of the Mortgage, any and all engines, machinery, masts,
boats, anchors, cables, chains, rigging, tackle, apparel,
furniture, capstans, outfit, tools, pumps, pumping and other
equipment, and all other appurtenances to the Vessel, and
also any and all additions, improvements and replacements in
or to the Vessel or said appurtenances, after, except with
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the prior written consent of the Secretary, first or simul-
taneously replacing the same with items of at least substan-
tially equal value.

Seciton 12.04. Surrender o£ Vessel's Documents. The
Secretary shall consent to the surrender of the Vessel's
documents in connection with any redocumentation of the
Vessel required on account of alterations to the Vessel
which, as stated in an Officer's Certificate delivered to
'the Secretary, are not prohibited by this Security Agreement
and by the Mortgage.

Section 12.05. No Waiver of Preferred Status. No
provision of this Security Agreement or of the Mortgage
shall be deemed to constitute a waiver by the Secretary of
the preferred status of the Mortgage given by Subsection M
of the Ship Mortgage Act, 1920, as amended, and any provision
of this Security Agreement or of the Mortgage which would
otherwise consitute such a waiver shall to such extent be of
no force or effect.

Section 12.06. Regulations Inapplicable. None of the
regulations heretofore or hereafter TssuedT whether or not
under Title XI of the Act, is a part of or affects this
Security Agreement in any respect, and the provisions of
this Security Agreement shall control notwithstanding the
provisions of any such regulations.

Section 12.07. Table of Contents, Titles and Headings.
The table of contents, the titles of the Articles and the
headings of the Sections are not a part of this Security
Agreement and shall-not be-deemed-to-affect the--meaning or
construction-of any of its provisions.
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EXHIBIT*
to

Security Agreement

FORM OF SECRETARY'S NOTE

PROMISSORY NOTE

iroin

AMERICAN COMMERCIAL LINES, INC.

THE-UNITED -STATES-OF -AMERICA

Dated August 30, 1977



PROMISSORY .NOTE TO THE UNITED STATES OF AMERICA

AMERICAN COMMERCIAL LINES, INC. a Delaware cnrporatinn (the "Sl'ipowner"! FOR VAT.I/F
RECEIVED, promises to pay to the UNITED STATES OF AMERICA (the "United States"), repre-
sented by the Secretary of Commerce, acting by and through the Assistant Secretary of Commerce for
Maritime Affairs (the "Secretary") at the office of the Maritime Administration. Department of Com-
merce, Washington, D C, in lawful money of the United Slates of America, the aggregate principal
amount together with interest as set forth below of:

$ 7,300,000 7.10% Series A Sinking Fund Bonds due August 15. 1982

$ 7,300,000 7.65% Series B Sinking Fund Bonds due August 15. 1987

$ 7,300,000 780% Scries C Sinking Fund Bonds due August 15, 1992

$14,600,000 S.00% Series D Sinking Fund Bonds due August 15, 2002

until payment of such principal sums have been made.

This note (the "Secretary's Note") is given (I) in consideration of the issuance by the Secretary,
pursuant to the provision of Title XI of the Merchant Marine Act, 1936, as amended, of Guarantees of
payment of the unpaid interest on and the unpaid balance of the principal of the Shipowner's United
States Government Guaranteed Ship Financing Bonds—1977 Issue (the "Obligations'") issued by the Ship-
owner on the date hereof relating to the vessels owned or to be owned by the Shipowner as set forth in
the Granting Clause of the Mortgage (individually a "Vessel" and collectively the "Vessels"), and (2) to
secure payment by the Shipowner to the Secretary of any amount that the Secretary may be required to
pay to the Holders of the Obligations under said Guarantees.

This Secretary's Note is issued pursuant to the provisions of a certain security agreement dated the
date hereof, between the Shipowner and the Secretary (said agreement, as the same may be supplemented
or amended in accordance with its terms, being called herein the "Security Agreement").

The Security Agreement contemplates that on the Gosing Date and the Delivery Date of each Vessel
a first preferred fleet mortgage (or if appropnate, a supplement thereto) on the Vessels will be executed
and delivered by the Shipowner, as mortgagor, to the Secretary, as mortgagee, covering the Shipowner's
interest in each Vessel (said mortgage or mortgage supplement, as the same may be amended or
supplemented in accordance with its terms, being herein called the "Mortgage" or the "Mortgage
Supplement'). The definitions used in and the provisions of the Security Agreement and the Mortgage
are incorporated herein by reference

This Secretary's Note has been negotiated and received by the Secretary, subject to all the terms of
the Security Agreement and the Mortgage, and is secured by the Security Agreement and by the Mortgage,
to the same extent as if said documents were set out herein in full.

The condition of this Secretary's Note is such that so long as any of the Obligations are Outstanding
and until the Guarantees on each Obligations shall have been terminated pursuant to the provisions of
Section 305(1), (2) or (4) of Exhibit 1 to the Security Agreement, the principal of and the interest on
this Secretary's Note in respect of the related Outstanding Obligations shall be payable as follows:

(1) by payment of interest on such Obligations in accordance with the provisions thereof and
the Indenture;

(2) by any redemption of such Obligations in accordance with the provisions thereof and
the Indenture;

(3) when such Obligations have been Retired or Paid other than by payment of the Guarantees,
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and Llie afuresaiJ parents »hall constitute payment uf the pnncipal of and the interest on this Secretary's
Note as ut the date un which and to the extent iucn payment, redemption or retirement is made, and this
Scorciar}'.* Xoic si .i.l lie discharged to the extent of such pajmcnt of prinnpal, provided that to the
client 'iin: nm iufh pr incur has hccr. nia»!e with monejs advanced or lo.med to the Shipowner b> the
Secretary, suth pajment on the Obligations shall nut, as to &ucli annumt, constitute payment of principal
or interest on the Secretary's Note and the same shall not in any manner be discharged as to such amount,
and to the extent of such non-discharge of the Secretary's Note an endorsement satisfactory to the
Secretary thall be placed on such Note.

The principal of this Secretary's Note and the interest thereon may be declared or may become due
and payable by declaration of the Secretary at any tune after the Secretary shall have been obligated
to pay the Guarantees pursuant to the terms of the Indenture and the Authorization Agreement. There-
upon, the unpaid balance of the principal of and the interest on this Secretary's Note shall become due and
p.iyablc, together witu interest thereon at the same rates for overdue principal

This Secretary's Note is non-negotiable and is not assignable or transferable and shall be cancelled
by the Secretary and surrendered to the Shipowner if all Outstanding Obligations are paid or otherwise
as required by the provisions of Section 3 04 of Exhibit 1 to the Security Agreement

ly WITNESS WHEBEOF, the Shipowner has caused this Secretary's Note to be executed by its duly
authorized officers under its Corporate Seal this 30th day of August, 1977

AMERICAN COMMEKCIAL LINES, INC.
Of Shipowner

I SEAL]

Attest:
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EXHIBIT 3
to

Secwity Agreement

Contract No.
MA-8722

FORM OF FIRST PREFERRED FLEET MORTGAGE

Dated August 30, 1977

AMERICAN COMMERCIAL LINES, INC,
Shipowner

to

THE UNITED STATES OF AMERICA



This FIRST PREFERRED FLEET MORTGAGE is made and dated August 30, 1977 by AMERICAN COMMER-
CIAL LINES, INC., a Delaware corporation (the "Shipowner"), to the UNITED STATES OF AMER-
ICA, represented by the Secretary of Commerce, acting by and through the Assistant Secretary of
Commerce for Maritime Affairs (the "Secretary").

WHEREAS, the Shipowner is the sole owner of the whole of the Vessels listed in Schedule A hereto
as more fully described in the Granting Clause below;

WHEREAS, the Shipowner has in consideration of the issuance of certain Guarantees by the Secretary
pursuant to Title XI of the Merchant Manne Act, 1936. as amended ("Title XI"), of the payment of
the unpaid interest on, and the unpaid balance of. the principal of the "United States Government
Guaranteed Ship Financing Bonds—1977 Issue" issued and to be issued by the Shipowner in the aggregate
principal amount of $36,500,000 (the ''Obligations"), and pursuant to the terms and provisions of that
certain Security Agreement dated the date hereof, between the Shipowner and the Secretary (herein, as the
same may be amended or supplemented, called the "Security Agreement"), issued and delivered to
the Secretary its promissory note dated the date hereof, in the principal amount of $36,500,000 (said
promissory note, in the form attached to the Security Agreement as Exhibit 2 thereto, herein called the
"Secretary's Note") and has agreed to execute and deliver this First Preferred Fleet Mortgage to the
Secretary (hereinafter referred to in this Mortgage as the "Mortgagee") for the purpose of securing the
payment of the principal of and interest on the Secretary's Note in accordance with its terms, the Security
Agreement and this Mortgage (this Mortgage, as the same may hereafter be amended or supplemented
in accordance with the terms hereof, herein called the "Mortgage");

Now, THEREFORE, THIS MORTGAGE WITNESSBTH :

That, in consideration of the premises and of the additional covenants herein contained and for other
good and valuable consideration, the receipt and adequacy of which are hereby acknowledged, and as
security for the Guarantees and in order to secure the payment of the above-mentioned interest on and
principal of the Secretary's Note and all other sums that may be secured by the Mortgage and the
Security Agreement, and to secure the due performance and observance of all the agreements and
covenants in the Secretary's Note and herein contained, the Shipowner has granted, conveyed, mortgaged,
pledged, confirmed, assigned, transferred and set over, and by these presents does grant, convey, mortgage,
pledge, confirm, assign, transfer and set over unto the Mortgagee, the whole of the vessels described in
Schedule A attached hereto duly documented in the name of the Shipowner under the laws of the United
States, each having its home port at the port of Wilmington, Delaware, together with, in the case of each
vessel, all its engines, boilers, machinery, masts, boats, anchors, cables, chains, rigging, tackle, apparel,
furniture, capstans, outfit, tools, pumps, pumping and other equipment and all other appurtenances thereto
now or at any time hereafter appertaining or belonging and whether on board or not on board and also any
and all additions, improvements and replacements hereafter made in or to each of said vessels or in and
to. in the case of each vessel, its equipment and appurtenances as aforesaid (said vessels, together with all
the foregoing, herein called the "VesseW and the term "Vessel" whenever used herein shall apply with
equal force to each of the Vessels); provided, however, that the foregoing shall not include any property
which is not the property of the Shipowner under the terms of the Charter.

To HAVE AND TO HOLD, all and singular, the above mortgaged and described property unto the
Mortgagee, to its own use, benefit and behoof forever;

PROViDEDl'HowEVERl-and these-presents are upon the condition that, if the above-mentioned principal
of and interest on the Secretary's Note are paid in accordance with the terms thereof, the Security Agree-
ment and this Mortgage, and all other sums that may be secured by the Security Agreement and this
Mortgage are paid in accordance with their terms, then this Mortgage and the estate and rights hereunder
shall cease, determine and be void, otherwise to remain in full force and effect.



The Shipowner hereby agrees with the Mortgagee that each and every Vessel now or at any time
subject to the lien of the Mortgage is to be held by the Mortgagee subject to the further agreements and
conditions hereinafter set forth.

ARTICLE FIRST

Section 1. The execution and delivery of this Mortgage (together with the "Affidavit of Good Faith
of Mortgagor" annexed hereto) and the execution and delivery of the Secretary's Note have each been
duly-authorized by the Shipowner and are not in contravention of any indenture or undertaking to which
the Shipowner is a party or by which it is bound.

Section 2. All of the covenants and agreements on the part of the Shipowner including, without limi-
tation, those relating to: maintenance of United States citizenship; organization and existence of the
Shipowner; title to and possession ot the Vessel; sale, transfer or charter of the Vessel; taxes; liens;
documentation of the Vessel; material changes m the Vessel; compliance with applicable laws; maintenance
of marine insurance; requisition of title; and compliance with the Ship Mortgage Act, 1920, as amended,
which are set forth in, and all of the rights, immunities, powers and remedies of the Secretary which are
provided for in, the Security Agreement (including the Special Provisions thereof and the General Pro-
visions of Exhibit 1 thereto) except for the Granting Clause thereof, together with all other provisions of
the Security Agreement, are incorporated herein by reference with the same force and effect as though
set forth at length in this Mortgage and true copies ot the forms of the Special Provisions of, Schedule X
and Exhibit I to the Security Agreement and Amendment No. 1 to the Title XI Reserve Fund and
Financial Agreement are annexed hereto.

Section 3. A Default pursuant to the provisions of the Security Agreement shall constitute a Default
hereunder and shall give the Mortgagee the rights and remedies established by the Ship Mortgage Act,
1920, as amended, and as provided in the Security Agreement. .

Section 4. This instrument is executed as and shall constitute an instrument supplemental to the
Security Agreement and shall be construed in connection with, and as a part of, the Security Agreement.

ARTICLE SECOND

Section 1. This Mortgage may be executed in any number of counterparts and all such counterparts
executed and delivered, each as an original, shall constitute but one and the same instrument.

Section 2. All the covenants, promises, stipulations and agreements of the Shipowner in this
Mortgage shall bind the Shipowner and its successors and assigns and shall inure to the benefit of the
Mortgagee and its successors and assigns, and all the covenants, promises, stipulations and agreements of
the Mortgagee contained herein shall bind the Mortgagee and its successors and assigns and shall inure
to the benefit of the Shipowner and it successors and assigns, whether so expressed or not.

Section 3. Any term used herein which is defined in the Security Agreement and which is not
specifically defined herein shall have the meaning specified in the Security Agreement unless the context
otherwise requires

Section 4 No provision of this Mortgage or of the Security Agreement shall be deemed to con-
stitute a waiver b\ the Mortgagee of the preferred status of the Mortgage given by Subsection M of the
Ship Mortgage Act. 1920, as amended, and any provision of this Mortgage or of the Security Agreement
which would otherwise constitute such a waiver shall to such extent be of-no force or effect.

Section 5 If the related Secretary's Note shall have been satisfied and discharged and if the Ship-
owner shall pay or cause to be paid all other sums that may have become secured under the Security
Agreement and this Mortgage, then this Mortgage and the estate and rights hereunder shall cease,



determine, and become null am! void. and the Secretary, on the Request of the Shipowner and at the
Shipowner 'a cost and expense, shall forthwith cause sausfacnon and discharge of this Mortgage to be
entered upon its and orher appropriate records and bhall execute and deliver to the Shipowner such
instruments as may be necessary to duly acknowledge the satisfaction and discharge of this Mortgage.

ARTICLE THIRD

For the piirpnse of endorsement of this First Preferred Fleet Mortgage on the document of the
Vessels as required >i> law f Subsection D of the Ship Mortgage Act. 1920, as amended), the total amount
is Thirty Six Million Five Hundfe'd Thousand Dollars ($36,500,000) and interest and performance
of mortgage covenants, the date of maturity is August 15, 2002. and the discharge amount is the same aa
the total amount and although it is not intended that the Mortgage include any property other than the
Vessels, and if an> determination is made at any time that for any reason this Mortgage does include any
property other than a "vessel" within the meaning of Subdivision (e) of the Subsection D of the Ship
Mortgage Act, 1920, as amended, then such property may be separately discharged from the lien of the
Mortgage by the payment of 01 % of the said total amount, but in no event shall such discharge be construed
to discharge such property from the ben of the Security Agreement as opposed to the Mortgage.

IN WITNESS WHEREOF, this instrument has been executed and delivered on the day and year first
above written.

AMERICAN COMMERCIAL LINES, IMC.

[SEAL]

Attest:

Secretary



ACKNOWLEDGMENT

STATE OF NEW YORK )
> S3 '

COUNTY or NEW YORK j

On the day of August, 1977 before me personally appeared , to me known, who
being by me dul> sworn, did depose and say that he reside* at
tl-at he is of AMERICAN COMMERCIAL LINES. INC . the corporation described in and which
executed the foregoing instrument; that he knows the seal of said corporation; that the seal affixed to said
instrument is sui.li corporation's seal, that it was so affixed by authority of the Board of Directors of said
corporation, and that he signed his name thereto by like authority.

Notary Public

[NoTABiAL STAMP AND SEAL]



AFFIDAVIT OF GOOD FAITH OK MORTGAGOR

STATE OP NEW YORE )
COUNTY OP NEW YORK J

, being duly sworn, deposes and says that he is of AMERICAN COMMERCIAL
LINES. TNC . IMC corporation described in and which executed the foregoing Mortgage as mortgagor, that
llic bdiil Mori gage is made in good faith and without any design to hinder, delay or defraud any existing
or future creditor of siiirl AMERICAN COMMERCIAL I.INKS. INC. or any honor of the mortgaged Vessels
and that this affidavit is made pursuant to authority of the Board of Directors of said AMERICAN
COMMERCIAL LINES, INC.

Subscribed and sworn to before me this day of
August, 1977.

Notary Public



SCHEDULE A

Type Name

Barge, Covered Hopper ACBL 2942

Barge, Covered Hopper ACBL 2943

Barge, Covered Hopper ACBL 2944

Barge, Covered Hopper ACBL 2945

Barge, Covered Hopper ACBL 2946

Barge, Covered Hopper ACBL 2947

Barge, Covered Hopper ACBL 2948

Barge, Covered Hopper ACBL 2949

Barge, Covered Hopper ACBL 2950

Official
No-

575462

575463

575464

575465

575466

575467

575468

575469

575470

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Approximate
Year Tonnage:
iuilt Gross/Net

1976 1062/1062

1976 1062/1062

1976 1062/1062

1976 1062/1062

1976 1062/1062

1976 1062/1062

1976 1062/1062

1976 1062/1062

1976 1062/1062



Tv.pe

Towboat, Steam Screw
%

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper
i

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Name

Dennis Hendrlx

AGBL 1358

ACBL 1359

ACBL 1360

ACBL 1361

ACBL 1362

ACBL 1363

ACBL 1364

ACBL 1365

ACBL 1366
•

ACBL 1367

ACBL 1368

ACBL 1369

ACBL 1370

ACBL 1371

ACBL 1372

Official
No.

583466

579501

579502

579503

579504

579505

579506

579507

579508

579509

579510

579511

579512

579513

579514

579515

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross /Net

1155/785

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063
Indiana



Tvoe Name

Barge, Covered Hopper ACBL 1373

Barge, Covered Hopper ACBL 1374

Barge, Covered Hopper ACBL 1375

Barge, Covered Hopper ACBL 1376

Barge, Covered Hopper ACBL 1377

Barge, Covered Hopper ACBL 1378

Barge, Covered Hopper ACBL 1379

Barge, Covered Hopper ACBL 1380

Barge, Covered Hopper ACBL 1381

Barge, Covered Hopper ACBL 1382

Barge, Covered Hopper ACBL 1383

Barge, Covered Hopper ACBL 1384

Barge, Covered Hopper ACBL 1385

Barge, Covered Hopper ACBL 1386

Barge, Covered Hopper ACBL 1387

Barge, Covered Hopper ACBL 1388

Barge, Covered Hopper ACBL 1389

Official
No.

578823

578824

578825

578826

578827

578828

578829

578830

578831

578832

580730

580731

580732

580733

580734

580735

580736

Place
Built

Jef fersonvtllc
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jcf fersonville
Indiana

Jeffersonville
Indiana

Jcffersonvillc
Indiana

Jcffersonvillc

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross /Net

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063
Indiana



Type

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Name

ACBL 1390

ACBL 1391

ACBL 1392

ACBL 1393

ACBL 1394

ACBL 1395

ACBL 1396

ACBL 1397

ACBL 1797

ACBL 1798

ACBL 1799

ACBL 1800

ACBL 1801

ACBL 1802

ACBL 1803

ACBL 1804

ACBL 1805

Official
No.

580737

580738

580739

580740

580741

580742

580743

580744

579516

579517

579518

579519

579520

579521

579522

579523

579524

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1976

1976

1976

1976

1976

1976

1977

1977

1976

Approximate
Tonnage :
Gross /Net

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

1063/1063

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804
Indiana



Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Name

ACBL 1806

ACBL 1807

ACBL 1808

ACBL 1809

ACBL 1810

ACBL 1811

ACBL 1812

ACBL 1813

ACBL 1814

ACBL 1815

ACBL 1816

ACBL 1817

ACBL 1818

ACBL 1819

ACBL 1820

ACBL -1821

ACBL 1822

ACBL 1823

Official
No.

579525

579526

579527

579528

579529

579530

578662

578663

578664

578665

578666

578667

578668

578669

578670

578671

578672

578673

Place
Built

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Ind iana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross /Net

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804
Indiana



Type
Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge,"Open Hopper

Barge, Open Hopper

Name

ACBL 1824

ACBL 1825

ACBL 1826

ACBL 1827

ACBL 1828

ACBL 1829

ACBL 1830

ACBL 1831

ACBL 1832

ACBL 1833

ACBL 1834

ACBL 1835

ACBL 1836

ACBL 1984

ACBL 1985

-ACBL 1986

ACBL 1987

Official
No.

578674

578675

578676

580427

580428

580429

580430

580431

580432

580433

580434

580435

580436

577658

577659

577660

577661

Place
Built

Jeffersonvillc
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1976

1976

1976

1976

Approximat
Tonnage:
Gross /Net

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

804/804

742/742

742/742

742/742

742/742
Indiana



Type

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge, Open Hopper

Barge,

Barge,

Barge,

Bazge,

Barge,

Barge,

Barge,

Barge,

Barge,

Barge ,

Barge,

Barge ,

Open Hopper

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Covered

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hopper

Hoppe r

Name

ACBL 1988

ACBL 1989

ACBL 1990

ACBL 1991

ACBL 1992

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

ACBL

1993

2952

2953

2954

2955

2956

2957

2958

2959

2960

2961

2962

Official
No.

577662

577663

577664

577665

577666

577667

575472

575473

575474

575475

575476

575477

575478

575479

575480

575481

575482

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

Approximate
Tonnage :
Gross/Net

742/742

742/742

742/742

742/742

742/742

742/742

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Type

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

.Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper ACBL 2979

Name

ACBL 2963

ACBL 2964

ACBL 2965

ACBL 2966

ACBL 2967

ACBL 2968

ACBL 2969

ACBL 2970

ACBL 2971

ACBL 2972

ACBL 2973

ACBL 2974

ACBL 2975

ACBL 2976

\

ACBL 2977

ACBL 2978

ACBL 2979

Official
No.

575483

575484

575485

575486

577668

577669

577670

577671

577672

577673

577674

577675

577676

577677

577678

577679

577680

Place
Built

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jeffersonvllle
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jef fersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1976

1976

1976

1976
,'

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

1976

Approximate
Tonnage:
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



Type Name

Barge, Covered Hopper ACBL 2980

Barge, Covered Hopper ACBL 2981

Barge, Covered Hopper ACBL 3000

Barge, Covered Hopper ACBL 3001

Barge, Covered Hopper ACBL 3002

Barge, Covered Hopper ACBL 3003

Barge, Covered Hopper ACBL 3004

Barge, Covered Hopper ACBL 3005

Barge, Covered Hopper ACBL 3006

Barge, Covered Hopper ACBL 3007

Barge, Covered Hopper ACBL 3008

Barge, Covered Hopper ACBL 3009

Barge, Covered Hopper ACBL 3010

Barge, Covered Hopper ACBL 3011

Barge, Covered Hopper ACBL 3012

Barge, Covered Hopper ACBL 3013

Barge, Covered Hopper ACBL 3014

Official
No.

577681

577682

580437

580438

580439

580440

580441

580442

580443

580444

580445

580446

580745

580746

580747

580748

580749

Place
Built

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1976

1976

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage :
Gross/Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



10

Tvne Name

Barge, Covered Hopper ACBL 3015

Barge, Covered Hopper ACBL 3016

Barge, Covered Hopper ACBL 3017

Barge, Covered Hopper ACBL 3018

Barge, Covered Hopper ACBL 3019

Barge, Covered Hopper ACBL 3020

Barge, Covered Hopper ACBL 3021

Barge, Covered Hopper ACBL 3022

Barge, Covered Hopper ACBL 3023

Barge, Covered Hopper ACBL 3024

Barge, Covered Hopper ACBL 3025

Barge, Covered Hopper ACBL 3026

Barge, Covered Hopper ACBL 3027

Barge, Covered Hopper ACBL 3028

Barge, Covered Hopper ACBL 3029

Barge, Covered Hopper ACBL 3030

Barge, Covered Hopper ACBL 3031

Official
No.

580750

580751

580752

580753

580754

580755

580756

580757

580758

580759

582184

582185

582186

582187

582188

582189

582190

Place
Built •

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

Approximate
Tonnage:
Gross /Net

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
-

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



11

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Barge, Covered Hopper

Name

ACBL 3032

ACBL 3033

ACBL 3034

ACBL 3035

ACBL 3036

ACBL 3037

ACBL 3038

ACBL 3039

ACBL 3040

ACBL 3041

ACBL 3042

ACBL 3043

ACBL 3044

ACBL 3045

ACBL 3046

ACBL 3047

ACBL 3048

Official
No.

582191

582192

582193

582194

582195

582196

582197

582198

582199

582200

582201

582202

582203

582204

582205

582206

582207

Place
PMilt

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville
Indiana

Jeffersonville

Year
Built

1977

1977

1977

1977

1977'

1977

1977

1977

1977

1977

1977

1977

1977

1977

1977

19-77

1977

Approximate
Tonnage :
Gross/Not

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062

1062/1062
Indiana



12

Tvoe Name

Barge, Covered Hopper ACBL 3049

Official Place Year
No. Built Built

582208 Jeffersonville 1977
Indiana

Approximate
Tonnage:
Gross/Net

1062/1062
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EXHIBIT A
to

The Mortgage

FORM OF OPINION OF COUNSEL FOR SHIPOWNER

Secreian o1 Commerce
c/o Assistant Secretary of Commerce

for Maritime Affairs
Maritime Administration
Department of Commerce
Washington, D. C. 20230

Gentlemen:

With reference to ihe United States Government Guaranteed Ship Financing Bonds—1977 Issue (the
"Obligations"- issued by AMERICAN COMMERCIAL LINES, INC. (the "Shipowner") with respect
tn the barges am! lowhoats referred to in the First Preferred Fleet Mortgage dated the date hereof between
the Shipowner and the United States of America represented by the Secretary of Commerce acting by and
through the Assistant Secretary of Commerce for Maritime Affairs (the "Secretary") we have acted as
special counsel to ihe Shipowner Unless otherwise indicated, the terms herein shall have the meaning
assigned to them m Schedule X referred to in the Mortgage.

In this connection, we have examined originals or photostatac or certified copies of all such agreements
and other instruments, certificates (the term "certificates" being intended to include affidavits of
citizenship) of ofiuers of ihe Shipowner and the Charterer and of all such other documents as we
have deemed relevant and necessary as the basis of our opinion hereinafter set forth. In such examina-
tion we have assumed the genuineness of all signatures and the authenticity of all documents sub-
mitted to us as originals and the conformity with the originals of all documents submitted to us as copies
As to any question of fact material to such opinion, we have, when relevant facts were not independently
established, relied upon certificates of officers of the Shipowner and the Charterer. Moreover, as to the
opinions expressed in paragraph 6 insofar a* they relate to the Interstate Commerce Commission, we have
relied on the opinion of Messrs. LaRoe, Wmn £ Moerrman dated the date hereof and addressed to us, a
copy of which is attached hereto, and upon which opinion we believe you and we are entitled to rely.

Based upon the foregoing and subject to the legal consideration which we deem relevant, we are of
the opinion that:

1. The Shipowner has been duly incorporated and is validly existing as a corporation in good
standing under the laws of the State of Delaware;

2 The Shipowner is a citizen of the United States within the meaning of Section 2 of the
Shipping Act, 1916, as amended, for the purpose of operating the Vessels in the trade in which they
are being operated;

3. The Shipowner is the sole owner of the whole of the Vessels free and clear of any claim, lien,
mortgage or other encumbrance of any character, subject to (A) the Mortgage; (B) any rights of
the United States of America under the Security Agreement and (C) to such hens of the character
not prohibited by Section 2 04fa) of Exhibit 1 to the Security Agreement incorporated by reference
into the Mortgage, as may now exist To the extent that this opinion relates to freedom and clearance
of claims, liens, mortgages ur other encumbrances of any character on the Vessels, we have relied
solely upon the cerlifiiatcb as to such matters, of the Shipbuilder, and the Shipowner dated the
date hereof;

1



4. The Mortgage has been duly and validly authorized, executed and delivered by the Shipowner
and constitutes in accordance with its terms a legal, valid and binding instrument enforceable against
the Shipowner, except as limited by bankruptcy, insolvency or other laws affecting enforcement of
creditors' rights generally;

5 The Vessels have been duU documented in the name of the Shipowner under the law* of the
United States of America, and the Mortgage has been duK recorded in the appropriate office 01 the
United States Coast Guard, at Wilmington. Delaware, (the only office in which such recording is
necessary), and when duly endorsed on each Vessel's document will constitute a first "preferred
mortgage" under the Ship Mortgage ALL 1920. as amended, having the effect and with the priority
provided in said Act. No periodic re-recording or periodic refiling of the Mortgage is necessarv
under existing law to continue the lien of the Mortgage;

6. No authorization or approval (other than any already obtained from the Secretary of
Commerce or the Maritime Administration or the Interstate Commerce Commission) is required from
any governmental or public regulatory body or authority for the execution and delivery by the Ship-
owner of the Mortgage; and

7. No taxes are payable in respect of the execution, delivery, recording and endorsement of the
Mortgage other than the filing fees payable in connection with the filing and recording of the Mortgage

In addition, in rendering the foregoing opinion we have assumed insofar as the opinion concerns the
legality, validity and binding effect of any agreement or instrument, that such agreement or instrument
constitutes a legal, valid and binding obligation of the other parties purportedly obligated thereunder With
respect to the opinions expressed pertaining to the enforceabiiity of the Mortgage, no opinion is expressed
as to the availability of the remedy of specific performance as to such agreement, or a* io the iivailahihr\
of equitable remedies as such for the enforcement of any provision of such agreement The opinion
expressed as to the enforceabiiity of the Mortgage is subject to the qualification that certain remedies set
forth therein, which do not affect the validity of the Mortgage, and without which the Mortgage contains
adequate provisions for the realization of the benefits and security provided thereby, may be unenforceable
As to factual matters, we have relied completely on certificates of officers of the Shipowner, copies of which
are being delivered to you concurrently with this opinion

Very truly yours,
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EXHIBIT B to Mortgage

FORM OF SUPPLEMENTS

to

FIRST PREFERRED FLEET MORTGAGE

from

AMERICAN COMMERCIAL LINES, INC.
Shipowner

to

THE UNITED STATES OF AMERICA

Dated , 197



SUPPLEMENT TO FIRST PREFERRED FLEET MORTGAGE

SUPPLEMENT NUMBER dated . 197 , to First Preterrcd Fleet Mortgage, made
and dated . 197 , [as amended and supplemented in Supplement[s| No. thereto, dated

. 197 J. by AMFRICAN COMMERCIAL LINES. I N C . a Delaware corporation, as Shipowner.
to the U M E L H Si \TFI> 01 AMERICA represented by ihc Secretary of Commerce, .iclmg by and through the
Assistant bccreian, or Commerce for Maritime Allairs, as Mortgagee

Recitals:
A The Shipowner hn« heretofore cxccmcd and delivered to the Mortgagee the Mortgage;

£ By ihc Mo, i^age the Shipowner mortgaged to :he Mortgagee llie Vessel [s] listed in Schedule A
thereto (as more fully described in Llie Mortgage;, as security ior '.he Guarantees and to secure among
other things payment ut the piincipal of and interest on the Secretary's Note tn the aggregate principal
amount of $ and all other sums tnat may be secured by the Mortgage and llie Security Agreement
and the due pcrEoimanic and observance of all of the agreements and co\cn.inti in the Secretary's Note
and the Mortgage, the Mortgage having been recorded at the office of [he OlHccr in Charge, United States
Coast Guard Office for the i'ori of Wilmington, Delaware un , 197 , in Book
at Page ;

* Insert recital regarding Delayed Delivery Contracts for supplement on Delayed Delivery Closing Date,
if any.

f Insert Recording Data fur previous supplements.

C. The Security Agreement provides that on each Delivery Date after the Closing Date, the
Shipowner will execme and deliver to :he Mortgagee a supplement to the Mortgage substantially in
the form hereof for the purpose of subjecting the Vessels delivered on the date hereof;

D Each of the Vessels described in the Granting Clause below is one of the Vessels referred to in
the Security Agreement, and

E. The execution and delivery of iliia muniment ha.s been duly authorized and all conditions and
requirements necessary to make this instrument a valid and binding agreement and to drect the modifica-
tions of the Mortgage pruvidcd heiein and 10 loniinue the Mortgage, as supplemented and amended by
this instrument, an a valid and In riding and legal first preferred ileet moitgage for the security of the Guaran-
tees and the Secretary'-. Note have been duly penurmed and complied with;

Now, THEHL^OKE, THIS SLITLEMENT WUNESSETH

That, in consideration uf the premises and 01 other good and valuable consideration, the receipt of
which is hereby acknowledged, and .is becuiity for the Guarantees and in order to secure the payment of
the abcnc-memioned principal of and interest on the Secretary's Note and all other sums that may be
secured by the Security Agi cement and th'j Mortgage and to secure the due performance and observance
of all the agreements n the Secretary's Note, t".i SciurU> Agreement am! in Lhe Mortgage, the Shipowner
has granted, Conveyed, mortgaged, pledged, confirmed, assigned, transferred and set over, and by these
presents does grant, convey, mortgage, pledge, confirm, assign, transfer and set over, unto the Mortgagee
each of ih° \\.-ieU lined :ti Schedule A hereto, each JT which, is duly documented in the name of the
Shipowner under the laws of the United States., having us home port at the port of Wilmington, Delaware,
together w th .J! ". fngmut. r an>, 'joi.cr>> if any. nuJimer}. i any, masts, bo it-, anchor*, cables, chains,
rigging, tackle, apparel Furniture, capstans, outfit, tools, pumps, pumping and other equipment and all
other appurtenances tl.crcto now or ;it an> time hereafter appertaining or belonging and whether on board
or not on board and also any and all aJ'lilicina. improvements and replacements hereafter made in or to said
Vessel or in and in ilh equipment .md appiu lenanccs as aforesaid provided that the foregoing shall not
include any propert} which is not the property of the Shipowner under the terms of the Charter.

1



To HAVE AND TO HOLD, all and singular, the above mortgaged and described property unto the
Mortgagee, to ita own use, benefit and behoof forever.

PROVIDED, HOWEVEK, and these presents are upon the condition that, if the above-mentioned
principal of and interest on the Secretary's Note are paid, or the Secretary's Note is otherwise satisfied and
discharged, in accordance with the terms thereof, the Security Agreement and this Mortgage, and all other
obligations and liabilities that may be secured by the Security Agreement and this Mortgage are paid in
accordance with their terms, then this Mortgage and the estate and rights hereunder shall cease, determine
and be void, otherwise to remain in full force and effect.

ARTICLE FIRST

Section 1. The Granting Cause of the Mortgage is hereby supplemented by adding thereto as an
additional paragraph the Granting Clause contained in this Supplement.

Section 2. For the purpose of endorsement of the Mortgage, as the same may heretofore have been
and is hereby supplemented on the documents of the Vessel as required by Subsection *D of the Ship
Mortgage Act, 1920, as amended, the total amount is Thirty Six Million Five Hundred Thousand Dollars
($36,500,000), and interest and performance of mortgage covenants, the date of maturity is August 15,
2002, and the discharge amount is the same as the total amount, and although it is not intended that this
Mortgage include any property other than the Vessels, if any determination is made at any time that for
any reason the Mortgage does include any property other than a "vessel" within the meaning of Sub-
division (e) of Subsection D of the Ship Mortgage Act, 1920, as amended, then such property may be
separately discharged from the lien of this Mortgage by the payment of &\% of the said total amount,
but in no event shall such discharge be construed to discharge such property from the lien of the Security
Agreement as opposed to the Mortgage.

An endorsement with respect to this Supplement shall be made on die marine documents of each of
the Vessels heretofore subject to the lien of the Mortgage:

ARTICLE SECOND

Section 1. All of the covenants and agreements on the part of the Shipowner which are set forth in,
and all the rights, privileges, powers and immunities of the Mortgagee which are provided for in, the
Mortgage are incorporated herein and shall apply to the Vessel hereby subjected to the lien of the Mortgage
and otherwise with the same force and effect as though set forth at length in this supplement

Section 2. This instrument is executed as and shall constitute an instrument supplemental to the
Mortgage, and shall be construed in connection with and as a part of the Mortgage.

Section 3. Except as modified and expressly amended by this supplement and any other supplement,
the Mortgage, as heretofore amended and supplemented is in all respects ratified and confirmed and all the
terms, provisions and conditions thereof shall be and remain in full force and effect.

Section 4. This instrument may be executed in any number of counterparts, and each of such
counterparts shall for all purposes be deemed to be an original and shall together constitute but one and
the same instrument.

Section 5 The capitalized terms used herein which are defined in, or by reference in, Schedule X
annexed to the Security Agreement, as said Schedule X may be amended from time to lime, shall have the
meanings specified in said Schedule X



IN WITNLSS WHEREOF, this instrument has been executed and delivered as of the day and \trar first
above written

AMERICAN COMMERCIAL LINES, INC.
as Mortgagor

By

(SEAL]

Attest-



ACKNOWLEDGMENT

STATE or
COUNTY OF *

On this clay of . 197 , before me personally appeared . known to me 10 be
of AMERICAN COMMERCIAL LINKS. INC.. the corporation described in and that executed ihc

within instrument and acknowledged to me that the seal affixed to said instrument is such corporation's
seal; that it was so affixed by authont> or the Board 01 Uirectors of said corporation, and that lie signed
his name thereto by like authority.

Notary Public

[NOTARIAL SBAL]



AFFIDAVIT OF GOOD FAITH OF MORTGAGOR

STATE OF
COUNTY OF

. being duly sworn. depObCs says that he is a of AMERICAN
COMMERCML I.iNt.s INC a Delaware corpor.ition wliu'h executed the foregoing Supplement No.
to First Preferred Fleet Mortgage, as Mortgagor, that the said Supplement is made in good faith and
without .in\ design in hinder, delay or defraud any existing or future creditor of said Mortgagor, or any
licnor of the mortgaged Vessel [b|. and that this affidavit is mailc pursuant to the authority of the Board of
Directors of said Mortgagor

Subscribed and sworn to before me this day
of , 197 .

Notary Public
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EXHIBIT 4
to

Security Agreement

FORM OF CONSENT OF SHIPBUILDER

THIS CONSENT OF SHIPBUILDER dated as of made by Jeffboat, Incorporated, a
Delaware corporation (the "Shipbuilder") to (i) American Commercial Lines. Inc . a Delaware corporation
(the' Shipowner") and (n) the United States of America (.the "United States"), represented by the Secre-
tary of Commerce, acting by and through the Assistant Secretary of Commerce for Maritime Affairs (the
"Secretary") pursuant to the provisions of Title XI of the Merchant Marine Act, 1936, as amended
The purpose of this Consent is to allow and acknowledge the assignment of all of the right, title and
interest of the Shipowner in and to the Construction Contract described in Schedule A hereto by the
Shipowner to the Secretary under a Security Agreement (the "Security Agreement'1) to be executed
in substantially the form of Appendix 111 to the Commitment to Guarantee dated August 18, 1977 by
the Shipowner and the Secretary (the "Guarantee Commitment") The Security Agreement is being
entered miu m consideration 01 the execution ot the Guarantee Commitment and the Guarantees to be
endorsed by the Secretary on certain United States Government Guaranteed Ship Financing Bonds to
be executed by the Shipowner (the "Obligations"), as security to the Secretary for payment of the
principal of and interest on the Secretary's Xote. A true copy of Appendix III to the Guarantee
Commitment has been delivered to the Shipbuilder.

Now, THEREFORE, in consideration of the premises and the mutual covenants herein contained,
and other good and valuable consideration, the receipt and adequacy of winch are hereby acknowledged,
the Shipbuilder hereby consents and agrees as follows:

1. The Shipbuilder hereby acknowledge* receipt of notice of, and hereby consents and agrees
to, the aforesaid Assignment by the Shipowner to the Secretary as collateral security and the
creation by the Shipowner in favor of the Secretary of a security interest in (a) the Construction
Contract insofar as the same pertains and relates to the Vessels and (b) all right, title and interest
of the Shipowner in and to the Vessels and the subjection of all of the foregoing to the lien of the
Security Agreement.

2. The Shipbuilder acknowledges, understands and agrees that:

(a) The Shipowner shall remain liable to perform its obligations and duties under the
Construction Contract insofar as the same pertains or relates to the Vessels;

(b) The Secretary shall, by virtue of the Security Agreement, have no obligation or duty
under the Construction Contract insofar as the same pertains or relates to the Vessels, and
shall not be required to make any payment due and owing by the Shipowner under the Con-
struction Contract insofar as the same pertains or relates to the Vessels;

(c) The Shipbuilder hcrebj agrees to pay any monies becoming due to the Shipowner
under the Construction Contract insofar as the same pertains or relates to the Vessels promptly
to the Secretary (or a depository designated by the Secretary for such purpose) so long as it
shall not have received written notice irom the Secretary that the Guarantees shall have
terminated pursuant to Sections 305(1). (2) or (4) of the Security Agreement and that the
Guarantee Commitment, the Security Agreement and the Mortgage are no longer in effect,
upon receipt of such notice, the Shipbuilder hereby agrees to promptly pay any such monies to
the Shipowner, unless directed otherwise in writing by the Secretary; and

(d) Except during am period after the Shipbuilder shall have received written notice
from ihe Secretary indicating the existence of a Default under the Security Agreement and
until the Secretary shall have notified the Shipbuilder in writing that such Default has been

1



cured or waived, the Shipowner shall be entitled to exercise all of its rights under the Construction
Contract insofar as the same pertains or relates to the Vessels and in respect of the Vessels
and to receive all the benefits thereunder, subject to paragraph 2(c) hereof, to the same extent
as if the Construction Contract insofar as the same pertains or relates to the Vessels, and the
Vessels had not in any way been subjected to the hens and security interest created by the
Security Agreement

3. This Consent of Shipbuilder shall be construed and enforced in accordance with and governed
by federal law and, insofar as applicable, the laws of the State of New York.

4 The Shipbuilder agrees to deliver to the Shipowner and the Secretary on the Closing
Date (as defined in the Guarantee Commitment) with respect to all the Vessels delivered on or before
such date, and on the Delivery Date of each of the Vessels after such date, a release, dated the Delivery
Date of the Vessel or Vessels to which such certificate relates, of all its claims and liens against the
Vessels and a certificate that (i) each Vessel is free and clear of any and all liens, claims, security
interests, encumbrances and rights in rem in its favor (said certificate to expressly waive any and all
such hens, claims, security interests, encumbrances and rights in rem) and, also free and dear of any
and all liens, claims, security interests, encumbrances and rights in rem of any kind in favor of any
workmen, material men, subcontractors or others to whom it is responsible, and (ii) United States,
state, county, city and other taxes, assessments and duties lawfully assessed or levied, prior to or on
the Delivery Date against such Vessel or against the materials, supplies, or equipment furnished by
the Shipbuilder in the performance of the Construction Contract have been paid, except any such
taxes, assessments and duties that are being contested in good faith by it (and for which it shall
make provision satisfactory to the Secretary of Commerce).

IN WITNESS WHEREOF, the undersigned has caused this instrument to be duly executed on the day
and year first above written.

JEFFBOAT, INCORPORATED

By

The undersigned hereby consents to the foregoing this day of August, 1977.

AMERICAN COMMERCIAL LINES, INC

By
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Contract No. /£

CONTRACT

THIS AGREEMENT, (hereinafter called the CONTRACT).

made and entered into as of the J • day of figggftSC^ . 1976. by

and between AMERICAN COMMERCIAL LINES. INC.. a Delaware

corporation, hereinafter called the PURCHASER, and JEFFBOAT, IN-

CORPORATED, a Delaware corporation, hereinafter called the BUILDER.

W I T N E S S E T H :

That PURCHASER and BUILDER, each in consideration of

the agreements on the part of the other herein contained, hereby con-

tract as follows:

ARTICLE I - WORK TO BE DONE:

BUILDER shall in a good and workmanlike manner and at

its own cost and expense furnish all labor, supervision, machinery, ma-

terials, equipment, supplies, plant and facilities required to design,

construct, launch and complete, ready for service, towboats and barges

as detailed on Exhibit A attached, hereinafter referred to as the Ves-

sel(s).

ARTICLE II - PURCHASE OF THE VESSEL(S):

PURCHASER, in consideration of the true and faithful per-

formance of this agreement on the part of BUILDER, agrees to purchase

the Vessels from BUILDER on the terms and conditions set forth in this

agreement.

ARTICLE III - CONTRACT PRICE:

PURCHASER shall pay or cause to be paid to BUILDER for

the Vessels, completed in accordance with the terms of this agreement.

an amount equal to -BUILDER'S cost for materials and labor enter i-.g

into construction of each Vessel plus BUILDER'S manufacturing burden

and general and administrative expense determined in accordance with

generally accepted accounting principles consistently applied
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*BUILDER'S cost shall be determined based upon
standard costing procedures utilized in accounting
for construction of vessels in BUILDER'S shipyard.
BUILDER utilizes its internal cost figures in es-
tablishing its coat for steel.

The purchase price for each Vessel shall be adjusted

to reflect:

(1) The increase or decrease therein resulting from
changes or additions pursuant to Article V hereof;

(2) The increase or decrease therein resulting from
changes in taxes pursuant to Article VI hereof

ARTICLE IV - TERMS OF PAYMENT:

PURCHASER shall make payment or cause payment to be

made to BUILDER for the Vessels, constructed pursuant to Article I

hereof, in installments as follows:

Upon delivery and acceptance, pursuant to Article X,
of each Vessel free and clear of any lien, claim or
other encumbrance.

ARTICLE V - ALTERATIONS:

PURCHASER shall have the right to make any alterations

in, deductions from, or additions to the DRAWING on giving due notice

In writing to BUILDER. In any such event, an equitable adjustment of

the basic contract price shall be negotiated after giving due allowance

to both increases and decreases in the work originally contemplated.

A statement of the amount of any such adjustment of the baste contract

price shall be submitted to PURCHASER by BUILDER and shall be ap-

proved by PURCHASER in writing before the change is made.

ARTICLE VI - TAXES:

BUILDER shall pay all local, state and federal taxes, work-

men's compensation, security and old-age benefits, of any nature, and

any other taxes, charges, assessments and contributions of any kir.d

now or hereafter imposed upor.. or with respect to. or measured by,

materials and labor utilized in the construction of the Vessels hereunder.
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or the wages, salaries, or other remunerations paid to persons em-

ployed in connection with the performance of this CONTRACT, and

BUILDER shall indemnify and hold PURCHASER harmless from any

and all liability and expense by reason of BUILDER'S failure to so pay

such taxes, charges, assessments, and contributions.

Notwithstanding the foregoing, if, after the effective date

of this agreement, any federal, state or local government shall increase

the rate of, or shall enact any tax, fee, duty, impost or imposition

which BUILDER is required to collect or pay, (whether due and/or col- *

lectible subsequent to performance and delivery hereunder). and which

has the effect, either directly or indirectly, of increasing its cost of

performance hereunder, BUILDER shall be entitled to charge PUR-

CHASER the amount of any such increase or new tax, fee, duty, impost

or imposition which is directly attributable to its performance hereunder,

except that no charge shall be made hereunder on account of, and BUILD-

ER shall be entirely responsible for the payment of. any tax on the in-

come of BUILDER, any Ad Valorem Tax (whether assessed upon the

Vessels under construction or upon other property) or any franchise or

similar tax.

Notwithstanding any of the foregoing, any sales or use taxes

which may be imposed upon the sale or use of the Vessels to.be furnished

hereunder. whether or not the law imposing such tax is now in effect,

shall be in addition to the purchase price herein specified and shall be

paid by PURCHASER If any such tax is required to be paid by BUILDER,

PURCHASER shall reimburse BUILDER therefor upon presentation of

invoice.

ARTICLE VII - PROPERTY LOSS OR DAMAGE.

BUILDER shall assume all risks of loss of and damage to

the Vessels and materials entering into the construction of the Vessels
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until the Vessels are delivered to PURCHASER in accordance with the

provisions of Article X hereof.

ARTICLE Vin - PATENTS:

BUILDER shall pay all royalties for patented processes,

articles or devices embodied and used in any parts of the Vessels and

shall indemnify PURCHASER against any claims, charges, costs or

expenses incident thereto.

BUILDER warrants that none of the articles, devices, pro-

cesses or anything used in or about the construction of the Vessels in-

fringe on patents or patent rights, and agrees to indemnify and save

harmless the PURCHASER from any suits, judgments, damages, costs

or claims whatsoever for infringement of any patents or patent rights.

BUILDER agrees that in the event of such suit for patent infringement

being brought against PURCHASER upon written notice being given by

PURCHASER to BUILDER, BUILDER will defend such suit without cost

to PURCHASER.

ARTICLE DC - INDEMNITY AGAINST CLAIMS:

BUILDER shall indemnify and save PURCHASER harmless

from any and all liability, expenses, costs, damages and/or losses of

any kind arising out of injuries to or death of persons or loss or damage

to property of any kind arising out of BUILDER'S performance of this

agreement, except where such injury, death, loss or damage has re-

sulted from the negligence of PURCHASER, its employees or agents.

BUILDER shall observe all applicable laws and regulations

and shall indemnify and save PURCHASER harmless from any and all

liability, expenses, costs, damages and/or losses of any kind reault.r.g

from the failure of 3UILDER so to do in the performance ot this agreement

ARTICLE X - COMPLETION. ACCSFTANC5T AMD

The Vessels shall be constructed by BUILDER at its Jcffcr-
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sonville, Indiana yard and shall be completed and delivered in accord-

ance with the following schedule:

As shown on Exhibit A attached hereto and made a
part hereof.

PURCHASER shall be given a reasonable opportunity to

inspect the Vessels during construction and upon completion in order

to determine the compliance of materials, workmanship, and details

of construction with the requirements of the DRAWING. PURCHASER,

or his authorized representative, shall make such inspections promptly,

and upon completion, the Vessels shall be promptly approved by the

PURCHASER, the Vessels shall be delivered by BUILDER to PUR-

CHASER and accepted by PURCHASER afloat in the Ohio River adjacent

to Louisville, Kentucky.

BUILDER, at its expense, shall furnish Owner a Master

Carpenter's Certificate and a certified copy of the Admeasurement

Certificate for each Vessel, together with whatever other documents

may be required by law or by any regulatory agency of the United States

having jurisdiction in the premises, including all documents, instruments,

and applications necessary for the Enrollment and Licensing of the Ves-

sels at their home port.

ARTICLE XI - WARRANTY;

BUILDER warrants that the Vessels to be constructed under

this CONTRACT shall, at the time of delivery

1. Conform to the requirements of the CONTRACT and
DRAWING,

2. Be of good workmanship and quality in accordance
with the-best marine practice for work of like nature,

3. Be free of all defects, and

4. Be free of ar.y liens, claims or encumbrances upon
payment to BUILDER ui accordance with Articles III
and IV hereof
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If any defects in materials or workmanship in the Vessels

under normal conditions of use and service, other than those defects

which are due to normal wear and tear, or misuse, be discovered within

six (6) months after delivery of the Vessels to PURCHASER, such de-

fects shall be corrected, or the defective parts shall be replaced by

the BUILDER at BUILDER'S expense, at such place as the parties shall

mutually agree; provided, however, that in the instance of equipment

purchased by BUILDER from others and incorporated in the Vessels,

the responsibility of the BUILDER for defects in such equipment shall

be limited to the usual guarantee or warranty extended by the manu-

facturer, or supplier, of such equipment. The BUILDER, however, in

no way assumes liability, nor shall be held accountable for consequential

damages of any nature.

The PURCHASER shall notify the BUILDER in writing of any

defects found in the Vessels during the warranty period, promptly after

discovery thereof, and upon such notification, BUILDER shall have the

right, at its own expense, to make an investigation of the reported de-

fect before corrective work is undertaken.

ARTICLE Xn - FORCE MAJEURE:

All agreements of the BUILDER concerning time and dates

of delivery under the provisions of this CONTRACT shall be subject to

"force majeure, " which term is hereby declared to include all actions

whatsoever (except inclement weather of the ordinary seasonable nature)

beyond the reasonable control of the BUILDER, among which, but not

exclusive of others, are the following: Acts of God; war between the

United States and other foreign country; civil war; riot or insurrection

in the United States; preparation for war, requirement, urgency, or in-

tervention of civil, naval, or military authorities or other agencies of

Governrr.ent; arrests and restraints of rulers and people, blockades; em-
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bargoes; vandalism; sabotage; epidemics; strikes, lockouts, or other

Industrial disturbances; earthquakes, landslides, floods, hurricanes

and cyclonic storms; damage by lightning, explosions, collisions,

strandings, fires; delays in delivery of materials which BUILDER by

reasonable precaution cannot avoid, government priorities, delays of

carriers by land, water or air; and delays due to changes authorized

by the PURCHASER pursuant to Article V hereof.

ARTICLE XIII - WORK WEEK:

The contract price designated in Article III hereof and the

delivery designated in Article X hereof contemplate the performance of

all work under this agreement utilizing a work week of five (5) days,

sixteen (16) hours each, holidays excepted. Should PURCHASER call

for any portion of the work to be accomplished utilizing a work week in

excess of that designated herein, PURCHASER shall reimburse BUILDER

for resulting additional costs with the amount thereof to be determined

in accordance with BUILDER'S regular accounting procedure.

ARTICLE XIV - DEFAULT:

If either party hereto shall be adjudicated a bankrupt or an

order appointing a receiver of it or of the major part of its property shall

be made, or an order shall be made approving a petition or answer seek-

ing its reorganization under the Federal Bankruptcy Act, as amended,

or should either party institute or have instituted against it, proceedings

in bankruptcy or apply for or consent to the appointment of a receiver

of itself or of its property, or shall make an assignment for the benefit

of its creditors, or shall admit in writing its inability to pay its debts

generally as they become due, for the purpose of seeking a reorganization

under the Federal bankruptcy laws or otherwise, then in any one cr more

of such events, the othsr party to this agreement shall have the option

forthwith to terminate this agreement to all intents and for all purpose;,.
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by giving written notice of its intention so to do. Any termination of

this agreement made pursuant to the provisions of this paragraph shall

not relieve the party receiving such notice from any accrued obligations

he rounder due and owing at the date of such termination.

ARTICLE XV - EFFECT OF WAIVER-

No waiver by either party hereto of any default by the other

in the strict and literal performance of or compliance with any provision,
v

condition, or requirement herein shall be deemed to be a waiver of

strict and literal performance of and compliance with any other provision,

condition, or requirement herein, nor to be a waiver of, or in any man-

ner release such other from, strict compliance with any provision, con-

dition, or requirement in the future.

ARTICLE XVI - ASSIGNMENT:

This agreement and the benefits of any payments made here-

under may be assigned by PURCHASER without the consent of BUILDE?*,

and title to the Vessels and materials entering into the construction

thereof vested in PURCHASER may be transferred at any time to any in-

dividual, firm or corporation which it may designate, provided that

PURCHASER guarantees the performance of all its obligations he re under

by such assignee, and provided further that such assignment or transfer

shall not in any way violate any law of the United States of America or

any rule or regulation issued or promulgated by any department, agency

or instrumentality of the United States Government. BUILDER agrees

to execute any documents required to effectuate any such assignment

or transfer and the documentation of the completed Vessels. This agree-

ment shall not be assignable by BUILDER without the consent of PUR-

CHASER.

ARTICLE XVII - NOTICES-

Any notice required or permitted to be given to cither party
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hereto by or under the provisions of this agreement shall be deemed

properly given when mailed by certified mail, return receipt requested,

postage thereon fully prepaid, addressed in the case of PURCHASER to:

American Commercial Lines, Inc., P.O. Box 610, Jeffersonville,

Indiana 47130, and in the case of BUILDER to: Jeffboat, Incorporated,

P.O. Box 610, Jeffersonville, Indiana 47130. All such notices shall

be deemed to have been given when so mailed. For convenience in

reference, this agreement is hereby identified as CONTRACT ITO.

^J2. J76> . All invoices, notices, reports, or other communications

addressed to PURCHASER pertaining to this agreement shall be ident-

ified by this number.

ARTICLE XVIII - SHIPPING ACT OF 1916:

PURCHASER warrants that it is a citizen of the United States

within the meaning of the Shipping Act of 1916, as amended, (46 U. S.

Code 835), and that it is qualified to enter into this agreement and to

take title to the equipment to be constructed he re under and that the pro-

visions of said Shipping Act of 1916, as amended, imposing restrictions

upon transfers to persons not citizens of the United States and any proc-

lamations, orders or regulations thereunder, are inapplicable.

ARTICLE XDC - INTERPRETATIONS:

This CONTRACT shall be interpreted according to the laws

of the State of Indiana.

IN WITNESS WHEREOF, the parties have executed this CON-

TRACT as of the day and year first above written.

PURCHASER:

ATTEST: " AMERICAN COMMERCIAL LINES, INC.

BUILDER:

JEFF3OAT. INCORPORATED



EXHIBIT A

Designation Of Vessel

ACBL 1984-1993
195' x 35' x 13' Open Hopper Barges

ACBL 1358-1372
ZOO1 x 35' x 13' Covered Hopper Barges

ACBL 1373-1382
ZOO1 x 35' x 13' Covered Hopper Barges

ACBL 1383-1397
ZOO' x 35' x 13' Covered Hopper Barges

ACBL 1797-1811
ZOO' x 35' x 13* Open Hopper Barges

ACBL 1312-1326
200f x 35' x 13' Open Hopper Barges

ACBL 1827-1836
ZOO1 x 35' x 13' Open Hopper Barges

ACBL 3040-3049
195' x 35' x 13' Covered Hopper Barges

ACBL 3050-3064
195' x 35' x 13' Covered Hopper Barges

ACBL 3065-3079
195' x 35' x 13' Covered Hopper Barges

ACBL 3000-3009
195* x 35* x 13* Covered Hopper Barges

ACBL 3010-3024
195* x 35' x 13' Covered Hopper Barges

ACBL 3025-3039
195' x 35' x 13' Covered Hopper Barges

ACBL 2942-2951
195* x 35' x 13' Covered Hopper Barges

ACBL 2952-2966
195' x 35' x 13' Covered Hopper Barges

ACBL 2967-2981

Qtv.

10

15

10

15

15

15

10

10

15

15

10

15

15

10

15

15

"

Date Of
Deliverv

12-76

1-77

3-77

4-77

1-77

1-77

3-77

5-77

6-77

7-77

2-77

2-77

4-77

8-76

9-76

11-76

Basic Unit
Contract
Price I/

$ 160. 000

185. 000

190. 000

191.000

160. 000

160.000

160. 000

191,000

193.000

195. 000

180, 000

190, 000

191,000

174, 100

175.000

185.000

Basic Total
Contract
Prica I/

$1.600,000

2,775,000

1.900,000

2,865,000

2,400,000

2,400,000

1.600,000

1,910,000

2.895,000

2,925,000

1,870.000

2,850,000

2.865,000

1,741,000

2,675. 000

2.775.000
195' x 35' x 13* Covered Hopper Barges

8400 H. P. Towboat 130' x 52' x 11'

3400 H. P. Towboat ISO1 x 52' :c 11'

1 5-77 2.900.000 2,900.COO

1 8-77 2,900.000 2 . 9 0 0 . C O O

S43.796.000

NOTE: \J Estimated As Of December 1. 1976
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tion, loVany reason whatsoever, and the Charterer shall have no right to terminate this Charter
(except as expressly provided herein) or to be released, relieved or discharged from any obligation or
liability to pay Basic Hire for any reason whatsoever Each payment of Basic Hire hereunder, shall
be final and the Charterer agrees not to seek to recover all or any pan of Basic Hire from the Ship-
owner, the Secretary, the Indenture Trustee, the holders of the aforementioned Bonds or any other
person for any reason whatsoever The Charterer hereby waives to the extent permitted by applicable
law any and all right which it may now have or which at any time hereafter it may have conferred
upon it. by statute or otherwise, to terminate, cancel, quit, or surrender this Charter except in accord-
ance with the expressed terms, hereof. Even though the Charterer shall be deprived of or limited in the
use of the Vessels, or any of them, in any respect or for any length of time whether or not by reason
of some act. omission or breach on the part of the Shipowner or a third party, whether or not resulting
from accident and whether or not without fault on the part of the Charterer, the Charterer will continue
to make all payments of Baste Hire without interruption or abatements so long as this Charter shall
not have been terminated m accordance with itb terms. Compliance with this section by the Charterer
shall not waive or release any claim, right or remedy of the Charterer against the Shipowner or any
other person and the enforcement thereof by means available to the Charterer and not inconsistent
with the provisions of this Charter.

Section 4. Use and Operation

(a) The Charterer shall have the full use of the Vessels and may employ the Vessels in any trade
throughout the United Slates of America, except that the Vessels shall not be operated in any manner
contrary to applicable law.

(b) The Charterer shall have exclusive possession and control of the Vessels and shall man,
victual, navigate and operate each uf the Vessels at its own expense or by its own procurement through-
out the Charter Period. The master, officers and crew, if any, of the Vessels shall be engaged and
employed by the Charterer and shall remain the Charterer's servants, navigating and working the
Vessels on behalf of and at the risk of the Charterer.

(c) The Charterer shall, at its own expense, provide such additional equipment, outfit, tools,
appliances, spare and replacement parts and consumable and nonconsumable stores as may be required
for the operation of each of the Vessels Such additional equipment and stores shall remain the
property of the Charterer.

Section 5. Maintenance; Changes

(a) The Charterer shall keep each of the Vessels in the good order and condition required to be
maintained pursuant to Section 2.04(i) of the Security Agreement dated the date hereof (the
"Security Agreement") between the Shipowner and the Secretary.

(b) The Charterer agrees that without the prior written consent of the Shipowner and the
Secretary it will not take any action in respect of any Vessel prohibited by Section 2.04(j) of the
Security Agreement.

Section 6. Documentation; Liens

(a) Throughout the Charier Period, the Charterer shall maintain the documentation of the
Vessel in the Shipowner's name under the laws and flag of the United States of America, shall main-
tain the hen of the Mortgage, and shall procure and maintain in full force and effect all permits and
licenses as may be required by app'icable federal, state or local laws or regulations by reason of the
nature or location of the Charterer's use of the Vessels The Shipowner agrees to cooperate with the
Charterer in maintaining the foregoing.

(b) Neither the Charterer, its agents, masters, servants shore personnel nor any party whatso-
ever shall have any right, puwcr or authority to create, incur or permit to be imposed upon any of the



Vessels any liens whatsoever. The Charterer hereby agrees to nolify any and all persons furnishing
any items chargeable to the account of the Charterer which are deemed necessaries to the Vessels
In addition. Ihc Charterer hereby agrees 10 carry on each of the Vessels the Notice of Mortgage
reicrred to in the Security Agreement

Section 7 Insurance

The Charterer agree* iQ maintain such insurance a* requested by che Shipowner on the Vessels at its
own cost.

Section 8 Requisition of '1 itle, Seizure or Forfeiture, Total Loss

In the e\cnt of a requisition ui utlc to a Vessel, seizure of a Vessel or forfeiture of a Vessel or the
happening of any of the (.ircuiiisiain.es referred to in Section 207(c)(3) 01 the Security Agreement
resulting in an actual, constructi\c ag:ced or compromised total loss of a Vessel, the Charterer agrees
as follows.

(i) To give prompt written notice thereof to the Shipowner and the Secretary; and

(li) To promptly pay all amounts it receives by reason of such requisition or total loss to the
Secretary in the extent required by the Security Agicement (subject to the consent or approval of the
Secretary and/nr the Maritime Administration if and to the extent they have jurisdiction) to be
applied by the Secretary m accordance with the provisions of Section 209(3) of Exhibit 1 to the
Security Agreement.

Section 9 Default, Remedies

If at any time during the Charter Period the Charterer shall fail to perform any of its duties or obliga-
tions hereunder or .shall \iolate any of the provisions of this Charter, the Shipowner may, without prejudice
to any othe- legal right* or remedies which it may have under this Charter or as provided by law, withdraw
and retake any or all of the Vessels wherever the same ma> be found, whether upon the high seas or in any
port, harbor or other place and uilhout prior demand and without legal process, and for that purpose may
enter upon any dock, pier or other premie where such Vessel or Vessels may be found and may take
possession thereof.

Section 10. Taxes

The Shipowner shall no: be responsible for any transportation, use, sales, property or other federal,
state or local taxes levied or assessed in connection with any of the Vessels or the operation or use thereof
during the Charter Teriud and all such taxes shall be for the Charterer's account (excepting only income
taxes of the Shipowner on Charter Hire paid hereunder).

Section 11 Secretary's Rights; Sitbckarters

fa) The Shipowner's right, title and interest in and to this Charter and all Charter Hire and
any other amounts paid hereunder are subject to a security interest in favor of the Secretary as
provided in che Security Agreement Tlie Chartcrer'.s right to peaceful use and possession are subject,
also, to the rights ui the Secretary under the Mortgage

flu The Giarte-er agrees not to aiilrharter am of the Vessels except the foregoing shall not
apply to (i) demise subcharters approved by the Secretary in writing, and, (ii) demise subcharters
permuted M Sect.OIL, \2\ b) i31 a K! 13(_ci 13) of due I'-tle XI Kescrve Fund and Financial Agree-
ment dated the date hereof between the Charterer and the Secretary



With a copy to:

If to the Charterer

Section 12. Miscellaneous

(a) For so long as the Mortgage or the Security Agreement are in full force and effect, this
Charter may not be amended, modified or supplemented without the prior written consent of the
Secretary.

(h) For purposes of this Charter all notices required hereunder shall be sent to the addresses
of the parties as follows:

If to the Shipowner. American Commercial Lines, Tnc
3800 Fredenca Street
Owensboro, Kentucky 42301

Attention: Secretary

3401 Allen Parkway
Houston, Texas 77019

Commercial Barge Line Company
3800 Frederica Street
Owensboro, Kentucky 42301

Attention: Secretary

3401 Allen Parkway
Houston, Texas 77019

Secretary of Commerce
c/o Assistant Secretary oE Commerce

for Maritime Affairs
Maritime Administration
Department of Commerce
Washington, D C. 20230

(c) This Charter is not a personal contract It is agreed that the Shipowner may avail itself of
the rights created by Section 4283 through 4287 of the United States Revised Statutes 46 USC
Sections 183-187 in any and all circumstances whatsoever, except where the losses incurred with
privity of knowledge of the Shipowner.

(d) The Shipowner and Charterer agree lhat future deliveries of Undelivered Vessels (as
defined in the Security Agreement date I the date hereof between the Shipowner and the United States
of America) by ihe Shipowner to the Charterer bhall be evidenced by amendments to this Charter
substantially in the form of Exhibit A hereto.

IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement on the day and
year first above written.

AMERICAN COMMERCIAL LINES, INC.

By

With a copy to:

If to the Secretary

COMMERCIAL BARGE LINE COMPANY

By

4
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Exhibit A
to

Bareboat Charter

SUPPLEMENT NO.
TO BAREBOAT CHARTER

This Supplement No. to Bareboat Charter dated August , 1977 between American
Commercial Linus, Inc. a Delaware corporation (the "Shipowner"; and Commeixiai Barge Line Company,
a Delaware corporation (the "Charterer"),

W l T N E S S E T H :

WHEREAS, the Shipowner and the Charterer have heretofore entered into that certain Bareboat
Charter Party dated August , 1977 (herein called the "Charter", and the terms denned therein being
hereinafter used with the same meaning), which Charter provides for the execution and delivery from
time to time of Charter Supplements substantial!) in the form hereof for the purpose of confirming delivery
of Vessels let and demised under the Charter,

Now, THEREFORE, the parties hereto agree as follows:

1. The Shipowner hereby confirms that it has let and demised to the Charterer under the Chartei
and the Charterer hereby confirms that it has accepted and hired from the Shipowner under the
Charter each Vessel (a "Delivered Vessel") described in Schedule A to this Charter Supplement
by Vessel Name and Official Number.

2. The Delivery Date of the Delivered Vesiels is the date of this Charter Supplement set forth
in the opening paragraph hereof.

IN WITNESS WHEREOF, the Shipowner and the Charterer have executed and delivered this Supple-
ment No. on the day and year first above written.

AMERICAN COMMERCIAL LINES, INC.

By

COMMERCIAL BARGE LINE COMPANY

By
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EXHIBIT B
to

Bareboat Charter

CONSENT TO ASSIGNMENT OF CHARTER

THIS CONSENT TO ASSIGNMENT or CHARTER dated August , 1977 by COMMERCIAL BARGE LINE
COMPANY, a Delaware corporation (the "Charterer"), to AMERICAN COMMERCIAL LINES, INC., a Delaware
corporation (the "Shipuwner") and the UNITED STATES OF AMERICA, represented by the Secretary of
Commerce, acting by and through the Assistant Secretary of Commerce for Maritime Affairs (the
"Secretary"), the purpose of which is to allow and acknowledge the assignment of the Charter dated August

, 1977 and all supplements thereto by virtue of the Security Agreement dated the date hereof between the
Shipowner and the Secretary (.the "Security Agreement";, but as security only as set forth in the
Granting Clause of the Security Agreement True copies of the Security Agreement have been delivered
to the Charterer.

In consideration of the premises and the covenants herein contained, and of other good and valuable
consideration, the receipt and adequacy of which are hereby acknowledged, the parties hereto agree as
follows:

1. The Charterer hereby acknowledges receipt of notice of, and hereby consents to, the assignment
of the Charter by virtue of the Security Agreement.

2. The Charterer hereby acknowledges and agrees that:

(a) The Charterer will remain liable to perform its duties and obligations under the Charter
as provided therein;

(b) The Secretary shall, by reason of the Security Agreement, have no obligations or liabilities
with respect to the Charter;

(c) Except during any period after which the Charterer shall have received written notice from
the Secretary as to the existence of a Security Default or Payment Default under the Security Agree-
ment, and until the Secretary shall have notified such parties in writing that such Default under the
Security Agreement has been cured or waived, the Shipowner is entitled pursuant to the terms of the
Security Agreement to exercise all of its rights with respect thereto and to receive all the benefits
thereunder to the same extent as if the Charter had not been in any way so assigned. Prior to the
receipt of a notice as to the existence of a Security Default or Payment Default under the Security
Agreement and after receipt of a notice as to the cure or waiver of such Default, the Charterer is
entitled to perform (and shall not be liable in any respect to the Secretary if it performs) all of its
duties and obligations with respect to the Charter in the same manner as if the Charter had not been
in any way so assigned; and

(d) The Charterer shall make all payments due or to become due under the Charter to the
Shipowner; provided, however, that from and after notice from the Secretary the Charterer shall
pay all such monies to the Secretary or his designee to be applied as follows.

(i) For bo long as no Payment Default or Security Default has occurred and is continuing,

(a) Basic Hire shall be applied.

First, so much thereof ai> shall be required to pa\ m full the accrued interest and
aggregate principal amount (and premium, if any) of all Obligations then due shall be

1



paid to the Indenture Trustee or as the Indenture Trustee shall otherwise inslruu the
Secretary or his designee;

Second, so much thereof as shall be required to pa} and reimburse the Secretary
or his designee for all fees and expenses incurred and administering payment of the
aforementioned funds;

Third, so much thereof as shall he required to pay and reimburse the Indenture
Trustee and the Depository for all fees, expenses and disbursements then due and
payable pursuant to Section 7.04 of the Indenture and Section 7 of the Depository
Agreement, respectively, to the extent not previously paid or reimbursed, shall be
distributed to the Indenture Trustee and the Depository, and

Fourth, the balance remaining, if any, shall be paid to the Shipowner or otherwise
as the Shipowner may direct.

(b) All moneys due under the Charter other than Basic Hire shall be applied.

First, so much thereof as shall be required to pay in full the accrued interest and
aggregate principal amount (and premium, if any) on all Obligations then due shall be
paid to the Indenture Trustee or as the Indenture Trustee shall otherwise instruct
the Secretary or his designee.

Second, so much thereof as shall be required to pay and reimburse the Secretary
or his designee for all fees, expenses and disbursements due with respect to the
administration of the aforementioned monies;

Third, so much thereof as shall be required to pay and reimburse the Indenture
Trustee and the Depository for alt fees, expenses and disbursements then due and
payable, pursuant to Section 7.04 of the Indenture and Section 7 of the Depository
Agreement, respectively, to the extent not previously paid or reimbursed, shall be
distributed to the Indenture Trustee and the Depository; and

Fourth, the balance remaining, if any, shall be paid to the Shipowner or as the
Shipowner may direct;

provided, however, that all moneys other than Basic Hire required to be paid to the Secretary or his
designee and which are intended to be used for a particular purpose, other than those provided above,
shall be distributed by the Secretary or his designee for such purposes, so long as no Payment
Default or Security Default has occurred and is continuing; and

(ii) If a Payment Default or a Security Default shall have occurred and be continuing,
thereafter, until such Default shall be cured and the Secretary shall have given written notice
to the Charterer that such Default has been cured, all funds received by the Secretary or his
designee shall be withdrawn by the Secretary or his designee and disbursed by said persons in
accordance with paragraph UHa) above (.except that the provisions of the proviso at the end
of paragraph (i) above shall not be applicable).

3. The Charterer agrees that any payment made by it to the Secretary in accordance with the
Charter shall be final and that it will not seek to recover from the Secretary by reason of any claim
against the Shipowner any moneys paid by it to the Secretary hy virtue of the Security Agreement and
this Consent to Assignment of Charter, except as in the Charter otherwise expressly provided

4 This Consent to Assignment of Charter shall be governed by and construed in accordance wilh
federal law and, to the extent federal law does not appl>, with the laws of the State of New York.



5. The Charterer agrees to execute and deliver upon written request of the Secretary any and all
such other additional instruments and documents as the Secretary may deeni desirable for the purpose of
obtaining the full benefits of the Security Agreement and of the rights and powers therein granted

6. The capitalized terms used herein and not otherwise defined herein t>hall have the meaning
specified in Schedule X attached LO the Security Agreement as said Schedule X may be amended from
time to time

IN WITNESS WHEREOF, the parties hereto have executed this Consent to Assignment of Charter on
the day and year first above written.

AMERICAN COMMERCIAL LINES, INC.

By

COMMERCIAL BARGE LINE COMPANY

By


